FORTNIGHTLY 15 CENTS 


VITAL 
SPEECHES 


OF THE DAY e BY THE LEADING MOULDERS OF PUBLIC OPINION 





Vol. I, No. 12 MARCH 11, 1935 $3.00 A Year 








‘Pied Pipers”’ 


By General Hugh S. Johnson 


Former Director of National Recovery Administration 





The Press America’s Interest in the Far East 
By Walter Lippmann By Nicholas Roosevelt 
Editor . Author and Diplomat 


Monetary Problems of Recovery The Personal Equation 
By Marriner S. Eccles By William Mather Lewis 


Governor of Federal Reserve Board President of the Association of American Colleges 


The Hodge-Podge of Tax Legislation Doctors, Dollars and Disease 
By Dr. Walter S. Landis ' By Livingston Farrand 


Vice President, American Cyanamid Co. President, Cornell University 


World Recovery Through World Trade The Congresswoman 
By F. H. Fentener Van Vlissingen of Holland By Caroline O’Day 


President of International Chamber of Commerce Representative at Large—New York 


Economic Interdependence 
By Stuart Chase 


Author—Economist 


Recent Messages of President Roosevelt 
On Extension of the N. R. A.—On American Merchant Marine 





IMPARTIAL CONSTRUCTIVE AUTHENTIC 





EL ERASE 


Pe we 


+ Tamme 





Vital Speeches of the Day 


REG. U. S. PAT. OFF. 









Vol. I 


NEW YORK, MONDAY, MARCH 1], 1935 


No. 12 





‘Pied Pipers” 


By GEN ERAL HUGH S. JOHNSON 
Former Director of the National Recovery Administration at Dinner to Gen. Johnson by the Editors of the Red Book 
Magazine at Waldorf-Astoria Hotel, New York, March 4, 1935 


HIS is an honor which I think I do not deserve, 

although I was recently accused of being an ego- 

maniac, because I wrote a book about NRA 
which Mr. Richberg was not the hero. 

This is March 4th. Two years ago this morning, in 
a national gloom surely as deep as that of the days when 
Washington stood in the snow at Valley Forge or Lee 
marched over the mountain wall toward Gettysburg, 
Franklin Roosevelt knelt at an altar and prayed. Then 
he went to the Capitol and registered the vow in Heaven 
that placed upon his back as heavy a freight of human 
hopes as ever was borne by any man. Our trust was in 
him so completely that the general prayer was: “Provide 
him with all power that he may save us.” Today, shadows 
have fallen thwart that faith—and it is my purpose here 
—-with what force God has given me—to smash at two of 
them. 

The chaos of that hour has been too often told. Banks, 
holding the savings of. the entire country, tottered. The 
head of the United States Chamber of Commerce was urg- 
ing that the President be made industrial dictator, and the 
very captains of big business were asking Washington to 
save them. 

Agriculture—bled white by years of disaster—was 
praying for a miracle. Force, as the only means of escape, 
was being used to resist foreclosure of tens of thousands of 
farms and homes. Labor was helpless—its organization 
prostrate and vanishing; its wages drying up and its hours 
extended. 

No one will ever know the full spread of unemploy- 
ment at that moment. Nor will any one ever know how 
close were we to collapse and revolution. We could have 
had a dictator a lot easier than Germany got Hitler and 
we would had had one but for the President himself, to 
whom the whole idea was hateful. 

A democracy is the best government in the world, for 
peace and prosperity, but it is the worst government in the 
world for a great war or a great crisis—that is the reason 
for six dictators in Europe. But there is one single excep- 
tion—the phenomenal habit of the American people, at any 
sacrifice, to give a Constitutional President extraordinary 
powers and to stick together with him at the hours of 
extreme peril. In the worst armed crisis in the world, 
Woodrow Wilson proved that, acting together under the 
Constitution, our people could wage modern war better 
than the most absolute military autocracy in Europe. 

In the worst business crisis in the world, Franklin 
Roosevelt proved that they could thus fight depression better 
than any dictator under the sun. Wilson expressed the rule, 





“The highest and best form of efficiency is the spontaneous 
cooperation of a free people.” In 1933, we had that coop- 
eration—just as in 1917 and ’18, we had it. In 1935 we 
have it not. The lack of it, in the dark threat that still 
hangs over this country, is the greatest menace of our imme- 
diate future. The men who have sought with some success 
to break it up may have more to answer to the country 
for than they at this moment dream. 

Sustained and supported by a united people, the Presi- 
dent moved to his terrible task with greater speed than has 
ever been shown by any government. He cleared up the 
banking ruin. He took steps that have raised agriculture 
to within a few per cent of its relative pre-war position— 
almost 2 miracle. He brushed the cloud of foreclosure and 
loss from tens of thousands of threatened farms and homes. 
He took the first effective steps to abolish child peonage 
and to run sweat shops out of existence. 

He raised all wages, shortened all weekly hours from 
an average fifty-two to a present average rate of forty— 
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think of it! He established the principle of collective bar- 
gaining on a national front, and he did more for labor in 
this country in one year than all the strife and strikes and 
all the laws and political parties from the very adoption of 
the Constitution to this day. He took comfortable care of 
millions of the destitute and warded off the danger to our 
country of the continued presence of vast unemployment. 
He opened the way for industry to freedom from old abuses, 
cut-throat competition and monopolistic price-slashing. He 
actually saved tens of thousands of little fellows in busi- 
ness from the economic slaughter by chains and monopoly 
that. had been going on for ten years past. 

He lifted the country at least a third of the way out 
of a depression caused by many years of economic and 
political folly. It was so great a performance of leadership 
and courage done in so short time, that you cannot find a 
parallel in history by which to gauge and measure it. It 
was part of a general long-pull plan and these astonishing 
results were a sufficient proof of that plan to justify the 
faith of any man that, given even a reasonable time to 
work it out and to correct errors, there was no reason 
to expect failure. Any fool knows that you cannot clear 
the wreckage of twelve years’ madness in two years’ time. 
But the push is gone. The drive is stopped. Many of these 
benefits have faded. The plan seems to be in the gravest 
danger of frustration. 

The reason for this is not hard to find. The “spon- 
taneous cooperation of a free people’—without which any 
democracy at a time like this is in danger of either a licking 
or a dictator—is gone. It has been broken up into selfish 
warring groups by the deliberate design of business and 
political guerrillas. If we can’t restore something of the 
solidarity and enthusiasm of 1933 among our whole people, 
and do it quickly, we are in for trouble of the most serious 
sort—for, if a chaos of inflation and worse follows a frus- 
tration of these plans, nothing we can hope to do will keep 
a dictator out of Washington and in my opinion that chaos 
is imminently threatened. 

Let me give you an example. In July, 1933, the Presi- 
dent appealed to industry for the Blue Eagle. Within 
three months, 96 per cent of affected industry had hoisted 
that bird and, as revealed by an actual census in October, 
1933, they had created 2,785,000 jobs. I have heard that 
questioned, but you can’t question that actual count, taken 
by the Bureau of the Census. Think of it! Three months 
—96 per cent of industry—nearly 3,000,000 jobs! Why 
the thing was a marvel! It restored hope—it proved for 
the first time in four years of unrelieved disappointment 
and failure that depression is not unbeatable—that some- 
thing can be done about it. It changed the outlook of a 
nation. 

That is more than double the number of jobs that 
have been made by all the billions we have spent and all 
the agencies of government, industry and commerce put to- 
gether from that day to this, and it never took a cent in 
taxes or put any freckle-necked American on a dole. My 
greatest glory is the recent taunt about the man that made 
3,000,000 jobs and lost his own. It was possible only 
because it was done on a plan for everybody to act to- 
gether, at the same time, in one concerted pull in which 
every person in this country had some part—and there was 
hardly a single slacker in this first big effort. Why, this 





country can do anything if it has the will. Like Andy 
Jackson, it can go to heaven—if it wants to. It was the 
greatest demonstration of the spontaneous cooperation of a 
free people that we have ever had. It could not have hap- 
pened in any other country, at any other time, or under 
any other leader than the President. 

I think most of that good had been undone—many of 
those jobs lost—and my point in mentioning it at all at 
this time is this: It could not be done today! It could not 
even be started. Nothing could be more eloquent of the 
almost complete destruction of the solidarity in which our 
people started to pull itself out of this hole. 

It has been said that these extraordinary measures were 
not authorized by the people in the 1932 elections. What 
utter rot! Why, after they were all clearly shown, the 
people, at the 1934 elections, gave the President and what 
he had done one of the most overwhelming approvals they 
have ever uttered. Men of both parties who otherwise had 
not a Chinaman’s chance went into this Congress because 
they pledged to support those plans. They rode in on the 
horizontal coattails of a speeding chief. 

Some of these very men are already recorded in oppo- 
sition. The country gave the President the ball on this play, 
but we already see a lot of halfbacks on his own side trying 
to take it and run the other way with it. We cannot get 
out of our trouble that way. When they do that success- 
fully, they will take the full responsibility for certain failure 
—not only because they will have spoiled one unified plan 
that was working, but because they will have substituted a 
mess of contradictory and confusing nightmares of their 
own. 

In our representative government, changes like that do 
not occur without some ferment back home. Something has 
happened since the last election. Some of our economic 
kibitzers and political pansies, who have been sniping at 
the President’s plans since the beginning, say that things 
have been getting so much better, that our free people do 
not feel the need of any more spontaneous cooperation and 
yearn for their rugged individualism back again. That is a 
bunch of bunk! A very few big corporations who ought to 
know better, at a time like this, have been making good 
profits, but the unemployment and relief rolls remain at 
the same hopeless levels left after the great upward surge 
of 1933. But that is the very thing which made the old 
ruggedness so hateful to our people. The ferment back 
home is not the leaven of a rising loaf—it is the bubbling 
of a sour mash. 

Party labels don’t mean very much in this country any 
more. We used to talk about two parties and a lunatic 
fringe. Just now I think there are three groups—rather 
than parties—and that now two of them are lunatic fringes. 

The first fringe is the Old Guard itself and its heredi- 
tary following. They are what they are because yesterday 
they were—and their fathers before them—and for no better 
reason. They learn nothing and they forget nothing. They 
believe that property and profits come first and that, if you 
take care of them the humanities will take care of them- 
selves. They think that the way to do that is to keep the 
government in a cast-iron mold—and finally that the bene- 
fits of this country cannot be entrusted to popular control 
but must all trickle down to the grass roots through a 
sieve made up of small groupings of the wise, the good and 
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the beneficent—old stuff—very old stuff—the mere recital 
of which, in this troubled modern day, is a challenge to 
revolt. 

The second fringe is the residue. They have emotions 
rather than beliefs. They are like a harp-of-the-winds upon 
which any breeze can play a tune and they do not care a 
hoot about the essence or form of any government that 
blocks their desires or restricts their impulses. Here is 
smoking flax which any wind can fan to flame if it is 
strong enough and blows from the right direction. “Lib- 
erty,” said Lenin, “is a capitalistic dream.” Mussolini adds, 
“Fascism has no idols. It has trodden over the putrescent 
corpse of the Goddess of Liberty and it will do it again.” 
And my good friend Henry Wallace says, “Liberty must 
vo into eclipse in times of depression.” 

Between these fringes, there is the group that grew 
out of this depression of which Franklin Roosevelt is the 
leader. It believes that this government is good, but that, 
in a crisis, it ought to mold itself to changing conditions 

that property and the profit system must be preserved 
but that the humanities come first and should be taken care 
of by direct action—and finally, that this country and the 
fullness thereof belongs in fee simple to the people of the 
United States and not merely in trust for them through 
some political or business group or steering committee. 

In a gusty world where old political systems fall like 
Autumn leaves, I think the compromise and flexibility of 
this middle group is our only safety. I think the Old Guard 
has become a lunatic fringe because, having so plainly dosed 
the country into this misery, the stark crass stupidity, of 
standing and offering nothing more than the same old poison 
to millions—still destitute from the first dose—is an actual 
incitation to revolution if there arose the slightest danger 
of their return to power—and I think there is the slightest 
danger. I have a letter reciting a recent gleeful dinner 
of six such Senators who were happy over their own asser- 
tion: “The next election is in the bag—all we have to do 
is to sit back and laugh—Huey Long and Father Coughlin 
are going to give it to us.’ From their standpoint that is 
vood horse sense. It pits both ends against the middle, but 
it is no laughing matter. For, if there is such a thing as 
playing volley-ball with dynamite bombs—this is the prize 
example. 

Huey Long and Father Coughlin are rapidly appearing 
as leaders of the second—the emotional—fringe. The dan- 
ver from that group is that any desperate person is a poten- 
tial candidate to join it. If you box your boy’s ears he 
will pout and, if occasion offers, run away from home with 
any enticing bum who comes along. He is an abused baby. 
Counting busted business men, the unemployed, large seg- 
ments of farmers not yet helped, and the dependents of all 
these, there are about eighty million abused babies in this 
country—their ears still tingling from the worst economic 
boxing in history. They are ready to strike back at disaster 
in any way that is shown to them. The New Deal offered 
them something to support and trust. Neither in 1932 or 
1934 was there anybody else in the field with any oppo- 
sition or anything like a concrete plan and they had the 
comfort of believing that the whole country and most of 
the Congress was behind that plan. 

‘They have not that comfort now. After two years of 





timid silence, the Old Guard has at last screwed up its 
courage to raise a voice from the tomb to send the shivers 
down their spines by beckoning to opposition and frustration 
of all that has been done for them. In Congress the despair- 
ing legions of reaction unfurl the old banners and, on the 
side lines, the savage orchestra of columnist and editorial 
kibitzers pound the tom-toms, burn the red fire and shriek 
with demoniacal glee at every defection. 

Now the thing that makes this possible is not a popular 
demand for a return to reaction. It is the exact reverse of 
that and it has happened since last November. Two Pied 
Pipers have come to Hamelin Town—and you will recall 
what the Pied Piper was—a magician who, by tooting on 
a penny whistle, could step into the leadership of rats— 
or charm innocent children from the safety of their homes. 
But our two Pipers are not concerned about rats. They 
are piping out of the City gates with more and more 
abused babies at their heels. You can laugh at Father 
Coughlin—you can snort at Huey Long—but this country 
was never under a greater menace than from the break-up 
of spontaneous popular cooperation being engineered by the 
combination of this dangerous demagogy with the direct 
assault of the old social Neanderthalers—the architects of 
the 1929 Boom and Bust—and of our five black years of 
bitter bondage to despair. Peaceful Recovery is being threat- 
ened with a grinding between the upper and the nether 
millstones of extreme group selfishness. 

At this point I want to make it very clear that I am 
speaking for myself alone—a gratuitous volunteer. Nobody 
in the Administration has been consulted about this speech 
although I have advised on the project of making it with 
my best and wisest friends—New Dealers, Old Dealers 
and Coughlinites. It may interest you to know that, with- 
out one single exception, they advised against it. “If you 
want to hang yourself—go to it.” Nothing did more to 
convince me that this speech had to be made. If demo- 
gogy has reached the point where a man may risk his public 
standing by attacking it, it is time for somebody to get 
up on his hind legs and howl. 

It does less than no good at all for an Old Dealer 
to howl. It is the greatest aid and comfort that could be 
given to the Pied Pipers. They can—and do—reply with 
perfect justice: “Nothing we could counsel this distressed 
people could do half the harm to them than what you have 
advised has already done.” 


No echo out of Wall Street—no radio program sub- 
sidized by big business—no slinging of the old stuff—is 
anything more than an affront to the people who suffer in 
this country. That stuff is like the cheese with which a 
little boy tried to feed a mouse imprisoned in a cheese- 
baited trap—that mouse didn’t want any more cheese. That 
kind of answer to the Pied Pipers does as much to drive 
public opinion in their direction as their own piping does 
to persuade it. 

I am well aware of what the Pipers will say about me 
—that I am probably crazy—that I once worked in New 
York myself and am a tool of the interests. Nerts to that! 
I never made a more deliberate speech. That I have rich 
friends is a fact. I also have poor friends. I am poor 
myself. But it just happens that I don’t owe anybody any- 
thing—that I never got anything from anybody without 
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paying for it—that I am on my own—and that I can rest 
on my record for saying just what I think whenever I feel 
that it ought to be said and for taking all that’s coming 
to me for saying it. And this time it will be plenty. 


You don’t see much in the newspapers about the Pied 
Pipers. The greatest force of this ilk is the radio, through 
which they can pollute our great popular pool of justified 
resentment. For want of work it sits idly before its receiv- 
ing sets while there is pumped into it daily two ingredients 
—red pepper for its raw emotions and—for its hope— 
enticing promises of a money miracle—manna in this wilder- 
ness of despair—‘‘like the coriander seed, white; and the 
taste of it like wafers made with honey—of which he that 
gathereth much shall have nothing over and he that gath- 
ereth little shall have no lack.” That was said by Moses 
of a miracle performed in the desert of Sinai thousands of 
years ago, but it is the shortest, clearest statement of the 
money magic proffered by the Pipers—‘“he that gathereth 
much shall have nothing over and he that gathereth little 
shall have no lack.” 


Promise and performance possible only to the Lord 
God Almighty! To abolish poverty—oh, where have 
we heard that before? Easy magic offered by men 
who have no other wizardry than the charm of words and 
the awe of people for the robes they wear. They speak with 
nothing of learning, knowledge nor experience to lead us 
through a labyrinth that has perplexed the minds of men 
since the beginning of time with no satisfactory solution and 
with no more authoritative comment than that of the Master 
—‘the poor ye have with ye alway.” They ask us to go 
with them gayly down pathways by them called new but 
that, in truth, have been trodden time and again in the 
world’s history—but never to the rainbow’s end they 
promise. In the many, many times that those paths they 
have been taken since the world began, never once did they 
fail to lead to chaos and destruction, bearing always—first 
and most heavily—on the very class to which they now 
appeal. 


Why, if these men know what they are talking about, 
their attempt to delude helpless trusting sufferers to such a 
doom is unspeakable. If they do not know, then theirs is an 
act as rash and murderous as that of the tinker who tried 
a surgical operation on the human heart because he said 
that it was only a pump anyway and so entirely in his line 
of work. 


It is not what these men say that is dangerous. It 
is the devilish ingenuity of their way of saying it. Put 
down on paper it doesn’t make sense. “Every man a king” 
and “$5,000 a year for everybody” would draw the proper 
“oh yeah” from nine people out of ten, but it is no less 
ridiculous than “two cars in every garage” or “two chickens 
in every pot,” which turned out to be two chickens in every 
garage—or the bunk with which Hitler took the hard-boiled 
Germans—and Hitler couldn’t hold a candle to Huey in 
the art of the old Barnum ballyhoo—a new sucker every 
second ! i 


“Ahm not against de Constitution. Ahm fo’ de Consti- 
tution. Ahm not against p’ivate p’op’ety. Ahm fo’ p’ivate 
p’op’ety. All mah plan says is “tax ’em down—till nobody 
has mo’ dan six million dollahs capital and one million 





dollahs income. Six million dollahs capital an’ one million 
dollahs income is enough fo’ any man!” 

Can you beat it? There's language anybody can under- 
stand and the tortured talk and four-dollar words with 
which economists answer that baby is too much for about 
99 per cent of people including myself. Who is going to 
dispute with Huey that six millions of capital and one mil- 
lion income is enough for any man? But try and get it! 

Who is going to attempt to tell any man why he ought 
not to have $5,000 a year if Huey can get it for him—or 
even why he shouldn’t be a king? The fact is that nobody 
is answering Huey in language anybody can understand. 
He’s getting away with it without a contest. Added to 
that there comes burring over the air the dripping brogue 
of the Irish-Canadian priest—pounding home points of pure 
political propaganda by calling on the lives and sayings of 
all the saints and the very precepts of the Master in accents 
mellow with human sympathy—musical, blatant bunk from 
the very rostrum of religion—it goes straight home to simple 
souls weary in distress and defrauded in delay. And neither 
is anybody challenging him in language that means anythinz 
more to these people than a Gregorian chant intoned in 
Latin. 

He wants to turn our banking system over to 48 petty 
politicians and authorize them to make money out of wind 
to pay the public debt and all expense of government. 

Why, to give every family $5,000 a year income, the 
total income of the United States would have to be 150 
billions and if some had a million and so on down to $5,000 
in the usual grades, as Huey proposes, it would have to 
be 500 billions, which is more than twelve times as much 
as it is and more than six times as much as it has ever been. 
Huey says “Divide our wealth,” and he tells how to take 
it by taxes, but he never yet has told how to distribute it. 

If you seized all property tomorrow by taxes and sold 
it at an auction tax sale, nobody would have enough to bid 
a tenth of its value. You would cut the price of America 
90 per cent and nobody but a foreigner could buy it. When 
values bounced back the few buyers would be fabulously 
rich and the rest of us unbelievable poor. Do you own 
anything, Huey is going to take it away from you and put 
it in a pool for division. It is like the old darkey whom 
the Communist paraders persuaded to carry their banner 
by telling him that they were going to take everybody’s 
money and divide it up equally. After marching a few 
blocks in ecstasy, he began to think and scratch his head. 
“How much do ev’ybody git?” he finally asked and was 
told: “Seventeen dollars and twenty-seven cents.” Said he: 
“Hyah—take yo’ ol’ red rag—ah got nineteen dollahs and 
fo’ty-seven cents in mah britches right naow.” 

Nobody works or trades or manufactures except for 
profit or income. If you took that away by taxes you would 
stop activity, destroy employment and pauperize this country. 
Huey could not distribute wealth that way, but he could 
distribute such poverty as the world has never seen and he 
knows that as well as anybody. 

Father Coughlin’s plan to make money out of nothing 
would make it worth nothing—and that would confiscate 
the wages of every worker, the savings of every family and 
the life insurance of every widow. It would close up every 
endowed college, hospital or other charitable institution in 
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the country. It would cut off imports and enable foreign 
nations to pay off their war debts and all other debts with 
chaff, and enable foreign nations with real money to buy 
our resources for a song. It would deliver every worker’s 
work and every farmer’s product to politics and, at one 
stroke, destroy the economic and political system of this 
country. 

Stripped to the facts—and whether consciously or not 
these two men are raging up and down this land preaching 
not construction but destruction—not reform but revolution 
—not peace but—a sword. I think we are dealing with 
a couple of Catalines and that it is high time for some- 
body to say so. 

This brings me to a part of this speech that I do not 
relish making. 1 like Huey Long. He is one of the most 
plausible Punchinellos in this or any other country. He 
is an able little devil and I can’t help but gleefully admire 
his cast-iron cheek and his rough and tumble readiness to 
take on all comers including the august Senate of the United 
States in session assembled. 

For Father Coughlin, I have even a closer sentiment. 
} agree with much that he says. I think he has done more 
to interest the average man in politics than anybody. At 
a very poignant moment in my life—my farewell to NRA 
—just before it went under the ether and had its intestines 
removed and wrapped up in a warm wet towel, he sent me 
a message that touched my heart: ““My dear General, I 
joved with you and wept with you during your discourse 
this afternoon. You have served your country and its citi- 
zens more courageously than we dare express at the present 
moment. ‘That man who attempts to do a public service 
as wholeheartedly and as honestly as you have done is a 
fool if he hopes to escape the vinegar or calumny and the 
thorns of grief, God bless you.” 

I have my full share of the common failing and that 
warm message makes it very hard for me to say what I 
know must be said. I am sure that Father Coughlin is 
sincere but I know he is misguided. 

The most dangerous revolutionary in the world is the 
sincere one—the more sincere the more dangerous. Also, 
in this country, at least, it is the opinion and not the garb 
or station of the man who holds it that counts. White or 
black—butcher, baker or candle-stick maker, every man has 
a right to his say regardless. But I think there is an excep- 
tion to the rule when it applies to revolutionary propaganda 
in the mouth of a priest of the Roman Catholic Church. 

The Founder of Christianity likened the church to a 
net holding good and bad fish. From recent Popes have 
come documents on social justice unsurpassed by the mind 
But the Church has also included in its net some 
of the greatest social despots in history—very bad fish. A 
principal architect of the French Revolution and the Red 
‘Terror was Charles Maurice de Talleyrand-Périgord, Roman 
Catholic Bishop of Autun—a crook and a grafter who 
served all masters of every stripe from the Old Bourbons 
through the Revolution to Napoleon and back again to 
Bourbons. Nothing in the priestly fellowship prevented him 
from carrying out the Red doctrines of Anti-Christ and 
sending his old friends and consecrated men of his own cloth 
to the guillotine by the score. 

While I do not for a moment compare Father Coughlin 


of man. 








with Talleyrand, it is no exaggeration to say that, through 
the doorway of his priestly office, covered in his designs by 
the sanctity of the robe he wears, Father Coughlin, by the 
cheap strategy of appealing to the envy of those who have 
nothing for those who have something, has become the active 
political head of an active political party. That party might 
better be known as the National Revolutionary Party, al- 
though it has the more tripping title of the National Union 
for Social Justice and I think that makes him another very 
bad fish in the net of the Holy Church. 

Of recent months there has been an open alliance be- 
tween the great Louisiana demagoyue and this political padre 
who does not arraign our President and our institutions in 
the American language without a Canadian accent, and who 
may or may not now be an American citizen, but certainly 
once was not. On a recent Sunday, Father Coughlin an- 
nounced at the conclusion of a sermon on money and politics, 
which contained a direct attack on the President of the 
United States, that his topic would be taken up later in 
the evening by a distinguished Senator. And sure enough 
across the evening air, replacing the good father’s melodious 
burring, came the cane-brake drawl of Huey Long ex- 
pounding that priestly and saintly discourse. And the first 
voice that Huey heard when he gave up the microphone 
was that of Father Coughlin’s congratulating him. 

These two patriots may have been reading last Sum- 
mer’s lurid story about an American Hitler riding into 
Washington at the head of troops. That would be definite 
enough to Huey because he knows what part of the horse 
he can be, but we have a right to object most vigorously 
to the sanctification of such a centaur by having the head 
wear the collar of Rome and come intoning the stately 
measures of the church in pious benediction on such a mon- 
strosity. 

I respect all denominations and all true worshipers. I 
have the deepest regard for the Catholic Church and the 
Catholic priesthood. I know something of both their valor 
and their unvarying patriotism during the war. In the try- 
ing beginnings of NRA, I had no more enthusiastic coop- 
eration and devoted support than I got from Bishops, priests 
and professors of Catholic institutions. To insure that the 
wisdom of this age-old church should be brought to the 
solution of our problems, I secured the appointment on the 
Review Board of Monsignor John Ryan—our foremost 
Catholic economist. The good fathers of Georgetown Uni- 
versity helped me work out the mechanics of the draft in 
1917. Father Haas has served devotedly on the Labor 
Advisory Board of NRA from the beginning—a kindly man 
whose very companionship is a benediction. Throughout my 
life I have had warm friends in that priesthood who will 
bear with me, I am sure, when I say that I think we have 
here a prostitution of their holy office, a violation of vows, 
and a degradation of the teachings of Jesus Christ. 

Why, I have heard the very sayings of the Lord brought 
forward to bring a religious odor to a proposition for ‘fiat 
money, and the holy mercy of Saint Veronica, who wiped 
the blood and sweat from the suffering Saviour’s face, in- 
voked in an emotional appeal to all women to support a silly 
and unfair attack on the President and a bill in Congress 
for a political banking system. 

Jesus said: “Bring me a penny, that I may see it.” 
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And they brought it. And he sayeth unto them, “Whose is 
this image and superscription?” And then they said unto 
him, “Caesar’s.” And Jesus answered, saying, “Render to 
Caesar the things that are Caesar’s, and to God the things 
that are God’s.” 

But Father Coughlin has no such indifference to pen- 
nies. I was for him at the beginning heart and soul and I 
had been told that, as a Canadian citizen, he was a member 
of the Basilian Order and vowed to poverty. When I heard 
about a year ago that his private corporation, the Radio 
League of the Little Flower, was interested in the silver 
of which he was preaching monetization, I gave the lie to 
that statement. When the official list was published by the 
Treasury Department, I saw that I had been wrong. 

From the day of the publication of that list the good 
Father has become the bitter enemy of President Roosevelt’s 
administration. Now I don’t question the right of any man 
to invest money as he will, but when a priest vowed to 
poverty and preaching to the poor flays the faith of a people 
to advance a monetary interest—his own or another—you 
can about conclude that Judas Iscariot was just a poor piker. 
He sold out the Hope of the World for thirty pieces of 
silver, when today he might have bartered fifty thousand 
ounces on so small a thing as abuse of the trust of a national 
congregation. 

In 1928, Al Smith, whom I revere as a truly great 
American, went from Coast to Coast proudly declaring that 
the Catholic Church and priesthood kept out of politics. He 
was sincere and he was right. I was in that fight and I 
marveled at the restraint of Catholic priests. Reviled and 
dishonored by political mud-slingers, they kept the silent 
tenor of their way. Al could not make that proud boast 
today and that is a very great shame. I spoke my mind at 
Waterloo, Iowa, last year on Hitler’s sadistic persecution 
of the Jews and I feel just as strongly against the persecu- 
tion of Catholics in Mexico—which is excused by their 
tormentors on the charge that priests play politics with a 
people’s faith. 

But if this thing spreads in this country there may well 
be a persecution here—not on the faith of a denomination, 
but on the abuse of the clerical office of schemers using the 
cloak of religion to seek political power and especially when 
they bend religious faith to the uses of sedition. If religion 
means nothing more than the remonetization of silver and 
the promotion of a revolutionary political group, then we 
can get along without it. We can’t get along without it. 
Here, as at few times in our history, are wounded hearts 
seeking the solace of the Mercy Seat. Nothing is more 
needed among us than a spiritual return to the faith of our 
fathers. The Catholic Church was born of a great depres- 
sion and had its first spread among the distressed and down- 
trodden people of the Mediterranean. God knows there 
is distress enough today. There is work aplenty for a priest 
and—it may be—in driving the money changers from the 
Temple, but certainly not in usurping their abandoned tables 
with another sanctified shell game and a new flock of doves. 

We can respect as a political agitator Mr. Coughlin 
voicing any opinion that he may hold. Or we can revere 
as a most eloquent preacher of a great church Father 
Coughlin urging any tenet of his faith. But we can neither 
respect nor revere what appears to be a priest in Holy Orders 








entering our homes with the open sesame of his high calling 
and there, in the name of Jesus Christ, demanding that we 
ditch the President for Huey Long. 

The ridiculous rumor is rife that Father Coughlin is 
the agent of the Pope in trying to upset this Protestant 
country in the interests of the Church of Rome. Nothing 
could be more absurd and yet it is perfectly plain that either 
the church or Father Coughlin should promptly sever his 
revolutionary political activities from his priestly office. We 
expect politics to make strange bedfellows but if Father 
Coughlin wants to engage in political bundling with Huey 
Long, or any other demagogue, it is only a fair first move 
to take off that Roman Catholic cassock. 


At least there is no such running with the hare and 
hunting with the hounds about his little playmate, Huey 
Long. You know just where he stands and how, given 
power, he will act; because you know how he has acted in 
the State of Louisiana. There Huey is a dictator by force 
of arms and Adolf Hitler has nothing on him any way you 
care to look at them both. In fact Huey is the Hitler of 
one of our sovereign States—not in the forcible seizure of 
absolute and arbitrary powers alone but in the curious 
mixture of incredible mumbo-jumbo, the surface plausibility 
and undoubted personal magnetism that cause people to put 
their emotions before their reason and go stampeding off 
to nothing like a frightened flock of sheep. 


Between the team of Huey and the priest, we have 
the whole bag of crazy or crafty tricks possessed by any 
Mad Mullah or dancing dervish who ever incited a tribe 
or people through illusion to its doom—Peter the Hermit, 
Napoleon Bonaparte, Sitting Bull, William Hohenzollern, 
the Mahdi of the Soudan, Hitler, Lenin, Trotsky and the 
Leatherwood God—here they are—all boiled down to two 
with the radio and the news reels to make them effective, 
and if you don’t believe they are dangerous you just haven’t 
thought much about it or you don’t know the temper of 
this country in this continued moment of distress. 


What are we going to do about it? There is just 
one thing to do and that is to finish what we started and 
give democratic leadership adjusted to crisis something of 
a chance. 


That goes for everybody. It goes for industry, which 
just two years ago was wrecked and seeking salvage in a 
dictator and which at last feels the thrill of life along its 
keel. It should be in Washington again—not obstructing 
but asking what it can do to help. It goes for labor, which, 
however disappointed by some it trusted, ought not to grouse 
at an administration which has gone with it nine times out 
of ten because it has not received the uttermost farthing. 
It goes for agriculture which has been lifted further out 
of the hole than anybody thought possible two years ago and 
which owes every inch of gain directly to administration 
measures. 


It goes for finance, which, instead of sitting back and 
saying that nothing is possible under new laws, ought to 
come forward with some practical suggestion for amendment 
that would effectively abolish abuses (which this country 
will never again permit) and yet relieve the present paralysis 
of trading. It goes for the unemployed and those burdened 
with debt and losses, who have been taken care of more 
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effectively than ever before in the history of this or any 
other country and who ought to carry on patiently for just 
a little longer and tell the Father Longs and Huey 
Coughlins—or whatever it is—that they are taking thei: 
religion from their church and their ‘political leadership from 
their statesmen and that they are not in the market for any 
shoes made by a milliner or hats by a cobbler or magic 
financial hair tonic put up by partnership of a priest and 
Punchinello guaranteed to grow economic whiskers on a 
billiard ball overnight. 

Let us take our benefits with our burdens—the bitter 
with the sweet and—keeping our feet on the middle path 
between those two mad extremes—let us try to restore to 
this country something of the faith and spontaneous co- 








operation of a free people that led the whole world in the 
great war, from the darkness of disaster and defeat to the 
sudden glory of complete victory and that started us so 
hopefully on our path to prosperity in 1933. 

No two of us agree about everything, and I, by no 
means, concur in all that the President has done. But I 
think our sole hope lies in him; I believe that we are still 
in deadly danger. I regard as traitors to our common cause 
all those who are unable or unwilling to accept each situation 
as we find it, whether created by a success or a failure—a 
bull’s-eye or a complete miss—and, after urging their opinion 
as vehemently and as vigorously as they will, fail to accept 
the verdict of the polls, but jog, or try to break, the elbow 
of our pilot in this Sea of Shoals. 


Messages of President Roosevelt 
On Extension of the N. R. A. 


Sent to the Congress February 20, 1935 


for the machinery necessary for a great cooperative 

movement throughout all industry in order to obtain 
wide re-employment to shorten the working week, to pay a 
decent wage for the shorter week and to prevent unfair 
competition and disastrous overproduction.” 

The National Industrial Recovery Act was passed by 
the Congress in June, 1933, and the administrative machin- 
ery to carry it into effect was set up during the succeeding 
month. 

It is worth remembering that the purpose of this law 
challenged the imagination of the American people and 
received their overwhelming support. 

Enforcement during the earlier life of the act was not 
a problem which gave the country concern—for the very 
good reason that public opinion served as an enforcing 
agency which potential violators did not dare to oppose. 

The immediate objective was to check the downward 
spiral of the great depression and it met this objective and 
started us on our forward path. 

It is now clear that in the Spring and Summer of 1933 
many estimates of unemployment in the United States were 
far too low and we are therefore apt to forget today that 
the National Industrial Recovery Act was the biggest fac- 
tor in giving re-employment to approximately 4,000,000 
people. 

In our progress under the act the age-long curse of 
child labor has been lifted, the sweatshop outlawed, mil- 
lions of wage-earners have been released from the starvation 
wages and excessive hours of labor. 

Under it a great advance has been made in the oppor- 
tunities and assurances of collective bargaining between em- 
ployers and employes. Under it the pattern of a new order 
of industrial relations is definitely taking shape. 

Industry as a whole has also made gains. It has been 
freed, in part at least, from dishonorable competition 
brought about not only by overworking and underpaying 
labor but by destructive business practices. 

We have begun to develop new safeguards for small 


(: May 17, 1933, I asked the Congress to “provide 


enterprises; and most important of all, business itself recog- 
nizes more clearly than at any previous time in our history 
the advantages and the obligations of cooperation and self- 
discipline and the patriotic need of unsound financing and 
unfair practices of all kinds. 

Hand in hand with the improving of labor conditions 
and of industrial practices we have given representation and 
consideration to the problems of the consuming public. 

And it is reasonable to state that with certain inevitable 
exceptions in the case of individual products there has been 
less gouging in retail sales and prices than in any similar 
period of increasing demand and rising markets. 

The first codes went into effect in July, 1933. Since 
then approximately 600 have been approved—90 per cent 
of the coverable employments were under code in less than 
eleven months—a brief time indeed for the definite achieve- 
ments already made. Only carping critics and those who 
seek either political advantage or the right again to indulge 
in unfair practices or exploitation of labor or consumers 
deliberately seek to quarrel over the obvious fact that a 
great code of laws, of order and of decent business cannot 
be created in a day or a year. 

We must rightly move to correct some things done or 
left undone. We must work out the coordination of every 
code with every other code. We must simplify procedure. 
We must continue to obtain current information as to the 
working out of code processes. 

We must constantly improve a personnel which, of 
necessity, was hastily assembled but which has given loyal 
and unselfish service to the government of the country. We 
must check and clarify such provisions in the various codes 
as are puzzling to those operating under them. We must 
make more and more definite the responsibilities of all of 
the parties concerned. 

This act, which met in its principles with such uni- 
versal public approval and under which such great general 
gains have been made, will terminate on June 16, next. 


The fundamental purposes and principles of the act are 
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sound. To abandon them is unthinkable. It would spell the 
return of industrial and labor chaos. 

I therefore recommend to the Congress that the 
National Industrial Recovery Act be extended for a period 
of two years. 

I recommend that the policy and standards for the 
administration of the act should be further defined in order 
to clarify the legislative purpose and to guide the execution 
of the law, thus profiting by what we have already learned. 

Voluntary submission of codes should be encouraged 
but at the same time, if an industry fails voluntarily to 
agree within itself, unquestioned power must rest in the 
government to establish in any event certain minimum stand- 
ards of fair competition in commercial practices, and, espe- 
cially, adequate standards in labor relations. 

For example, child labor must not be allowed to return; 
the fixing of minimum wages and maximum hours is prac- 
tical and necessary. 

The rights of employes freely to organize for the pur- 
pose of collective bargaining should be fully protected. 

The fundamental principles of the anti-trust laws should 
be more adequately applied. Monopolies and private price- 
fixing within industries must not be allowed nor condoned. 
“No monopoly should be private.” 

But I submit that in the case of certain natural re- 
sources, such as coal, oil and gas, the people of the United 
States need government supervision over these resources 
devised for the purpose of eliminating their waste and of 
controlling their output and stabilizing employment in them, 
to the end that the public will be protected and that ruinous 
price-cutting and inordinate profits will both be denied. 

We must continue to recognize that incorrigible minori- 
ties within an industry, or in the whole field of trade and 
industry, should not be allowed to write the rules of unfair 
play and compel all others to compete upon their low level. 

We must make certain that the privilege of cooperating 
to prevent unfair competition will not be transformed into 
a license to strangle fair competition under the apparent 
sanction of the law. Small enterprises especially should be 
given added protection against discrimination and oppression. 

In the development of this legislation I call your 
attention to the obvious fact that the way to enforce laws, 
codes and regulations relating to industrial practices is not 
to seek to put people in jail. 

We need other and more effective means for the imme- 
diate stopping of practices by any individual or by any 
corporation which are contrary to these principles. 

Detailed recommendations along the lines which I have 
indicated have been made to me by various departments and 
agencies charged with the execution of the present law. 

- These are available for the consideration of the Con- 
gress and, although not furnishing anything like a precise 
and finished draft of legislation, they may be helpful to you 
in your deliberations. 

Let me urge upon the Congress the necessity for an 
extension of the present act. 

The progress we have been able to make has shown us 
the vast scope of the problems in our industrial life. 

We need a certain degree of flexibility and of special- 
ized treatment, for our knowledge of the processes and the 
necessities of this life are still incomplete. 

By your action you will sustain and hasten the process 





of industrial recovery which we are now experiencing; you 
will lighten the burdens of unemployment and economic 
insecurity. 
FRANKLIN D. ROOSEVELT 
The White House, February 20, 1935 


On American Merchant Marine 
Sent to the Congress, March 4, 1935 


¥ the Congress of the United States: 

I present to the Congress the question of 
whether or not the United States should have an 
adequate merchant marine. 

To me there are three reasons for answering this 
question in the affirmative. The first is that in time of 
peace subsidies granted by other nations, shipping combines 
and other restrictive or rebating methods may well be used 
to the detriment of American shippers. The maintenance 
of fair competition alone calls for American flagships of 
sufficient tonnage to carry a reasonable portion of our for- 
eign commerce. 

Second, in the event of a major war in which the 
United States is not involved, our commerce, in the absence 
of an adequate American merchant marine, might find itself 
seriously crippled because of its inability to secure bottoms 
for neutral peaceful foreign trade. 

Third, in the event of a war in which the United 
States itself might be engaged, American flagships are obvi- 
ously needed not only for naval auxiliaries but also for the 
maintenance of reasonable and necessary commercial inter- 
course with other nations. We should remember lessons 
learned in the last war. 

In many instances in our history the Congress has pro- 
vided for various kinds of disguised subsidies to American 
shipping. In recent years the Congress has provided this 
aid in the form of lending money at low rates of interest 
to American shipping companies for the purpose of building 
new ships for foreign trade. It has, in addition, appro- 
priated large annual sums under the guise of payments for 
ocean mail contracts. 

This lending money for shipbuilding has in practice 
been a failure. Few ships have been built and many diffi- 
culties have arisen over the repayment of the loans. Similar 
difficulties have attended the granting of ocean mail con- 
tracts. The government today is paying annually about 
$30,000,000 for the carrying of mails, which would cost, 
under normal ocean rates, only $3,000,000. 

The difference, $27,000,000, is a subsidy, and nothing 
but a subsidy. But given under this disguised form it is 
an unsatisfactory and not an honest way of providing the 
aid that government ought to give to shipping. 

I propose that we end this subterfuge. If the Con- 
gress decides that it will maintain a reasonably adequate 
American merchant marine I believe that it can well afford 
honestly to call a subsidy by its right name. 

Approached in this way, a subsidy amounts to a com- 
paratively simple thing. It must be based upon providing 
for American shipping government aid to make up the dif- 
ferential between American and foreign shipping costs. It 
should cover, first, the difference in the cost of building 
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ships; second, the difference in the cost of operating ships, 
and, finally, it should take into consideration the liberal 
subsidies that many foreign governments provide for their 
shipping. 

Only by meeting this threefold differential can we 
expect to maintain a reasonable place in ocean commerce 
for ships flying the American flag, and at the same time 
maintain American standards. 

In setting up adequate provisions for subsidies for 
American shipping the Congress should provide for the 
termination of existing ocean mail contracts as rapidly as 
possible, and it should terminate the practice of lending 
government money for shipbuilding. 

It should provide annual appropriations for subsidies 
sufficiently large to cover the differentials that I have 
described. 

I am submitting to you herewith two reports dealing 
with American shipping: a report of an interdepartmental 
committee known as the Committee on Shipping Policy, 
appointed June 18, 1934, by the Secretary of Commerce, 
and a report to me from the Postmaster General on ocean 
mail contracts prepared pursuant to an executive order of 
July 11, 1934. 

Reports which have been made to me by appropriate 
authorities in the executive branch of the government have 
shown that some American shipping companies have en- 
vaged in practices and abuses which should and must be 
ended. Some of these have to do with the improper oper- 
ating of subsidiary companies, the payment of excessive sal- 





aries, the engaging in businesses not directly a part of ship- 
ping, and other abuses which have made for poor manage- 
ment, improper use of profits and scattered efforts. 

Legislation providing for adequate aid to the American 
merchant marine should include not only adequate appro- 
priation for such purposes and appropriate safeguards for 
its expenditure, but a reorganization of the machinery for 
its administration. 

The quasi-judicial and quasi-legislative duties of the 
present Shipping Board Bureau of the Department of Com- 
merce should be transferred for the present to the Inter- 
state Commerce Commission. Purely administrative func- 
tions, however, such as information and planning, ship in- 
spection, and the maintenance of aids to navigation should, 
of course, remain in the Department of Commerce. 

An American merchant marine is one of our most 
firmly established traditions. It was, during the first half 
of our national existence, a great and growing asset. Since 
then it has declined in value and importance. The time 
has come to square this traditional ideal with effective per- 
formance. 

Free competition among the nations in the building 
of modern shipping facilities is a manifestation of wholly 
desirable and wholesome national ambition. In such free 
competition the American people want us to be properly 
represented. The American people want to use American 
ships. Their government owes it to them to make certain 
that such ships are in keeping with our national pride and 
national needs. 


The Press 


By WALTER LIPPMANN, Author and Editor 
Delivered at George Washington University February 22, 1935 


R. PRESIDENT, ladies and gentlemen: 
I am made bold to speak here tonight by 
remembering that there are others, in this capital 
city and elsewhere, who make speeches on very large subjects. 
They speak about the birth and death of the galaxies of 
stars. They speak about the origins of life. They speak 
about the immortality of the soul. There is even an ancient 
custom that at banquets a man should rise and speak wittily 
and wisely on the subject of “the ladies.” So, I say to 
myself: surely, if men can speak on a subject which is as 
complex and as contentious as that, with only hearsay and 
partial knowledge and a limited experience to inform them, 
a writer for the newspapers may venture to speak about the 
press. 

There are indeed some striking resemblances between 
the two subjects. There is nothing, for example, that can 
be said of the ladies that is true of all the ladies, and there 
is nothing that can be said about newspapers that is true of 
all of them. There are ladies by courtesy, by charity, by 
stretching the definition. The same might be said of some 
publications which call themselves newspapers. I shall not 
pursue the analogy into all its possible ramifications, except 
to suggest that it is possible to believe in the importance 


of the press without liking or reading every newspaper just 
as it is possible to believe in women without loving or wish- 
ing to marry each and every one of them. 

I can well imagine the snort of derision with which 
several of my oldest friends would have dissented from the 
decision of President Marvin and the trustees of George 
Washington University. I can hear them saying that it was 
bad enough for the President of the United States to make 
politicians out of a lot of professors, but it is going to be 
even worse if the presidents of universities start making 
professors out of newspaper men; that if this thing keeps 
up it is going to become increasingly difficult in academic 
circles to say that the professor who lectures on politics has 
met some living politicians and since he knows and is inter- 
ested in what is going on, he is obviously no scholar. Worse 
still, the practical men, especially those who with their deep 
practical experience, have produced the peaceful, orderly 
and prosperous world which we now enjoy, will now be 
able to say that so-and-so has been educated and is, there- 
fore, and, of course, hopelessly incompetent. 

The responsibility for this confusion is not mine and 
so I proceed with the assignment given me by President 
Marvin. 
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What I have to say this evening applies only to a part 
of the press, and even to that part not all of the time. 
But it applies particularly, I believe, to the kind of jour- 
nalism which is practiced by the distinguished newspaper 
men who sit on this platform. I can speak of it without 
personal embarrassment, for I am merely a commentator 
on the news, where as the topic I wish to talk about is the 
much more fundamental business of gathering, reporting and 
presenting the news itself. 

I can make the point clearer if you will allow me to 
distinguish sharply two ideas that are not always separated. 
There is the freedom of the press which is guaranteed by 
the Constitution. There is the independence of the press 
which is the achievement of newspaper men _ themselves. 
Now, it is perfectly possible to have a press which is legally 
free, but it is not independent because it is the mouthpiece 
of parties, interests, cults. And experience shows, I believe, 
that unless among the newspapers of a country there are 
established newspapers of wide circulation which are pre- 
dominantly independent, which are predominantly objective, 
which are predominantly disinterested in the presentation of 
news, the legal freedom of the press has no solid and endur- 
ing foundations. 

If you study the chaarcter of the press in countries 
where the press is no longer free under the law, you will 
find, I believe, that, with some honorable and notable excep- 
tions, it was not an independent press. Predominantly it 
was journalism of opinion and not of information. News 
was controlled by editorial opinion; some of it sincere and 
some of it not, but, in any case, the newspapers, by and 
large, were the organs of governments, or pressure groups, 
of special interests, of the ins, of the outs, of conservatives 
or revolutionists, of parties, of factions in parties, of 
ambitious individuals. These newspapers were weapons 
employed in the political conflicts within these nations. They 
had no standing outside the conflicts. They had not evoked 
a sufficiently large following among people who depended 
upon them for knowledge of events and trusted them regard- 
less of the special opinions of their editors and owners. So 
their fate was bound up with the issues of the conflict. 
When the interests they served were overthrown by revolu- 
tion, they were overthrown, too, and they lost their legal 
freedom because they had not achieved their independence. 

In support of this argument I should like to cite a 
famous text which happens to be appropriate to this occa- 
sion. It is from the farewell address and it is the passage 
in which Washington told his people how they must con- 
duct themselves in order to preserve the independence which 
they had won. “Nothing is more essential,” he said, “than 
that permanent, inveterate antipathies against particular 
nations and passionate attachments for others should be ex- 
cluded”... for “the nation which indulges towards another 
an habitual hatred or an habitual fondness is in some degree 
a slave.” With only a slight paraphrase, which, I believe, 
is wholly within the spirit of Washington’s injunction, this 
rule of wisdom can be made as applicable to the inde- 
pendence of the press as it is to the independence of the 
nation. A press, we may say, which forms permanent in- 
veterate antipathies against particular nations, against sec- 
tions, classes, groups, factions, or political parties and pas- 
sionate attachments to others, which indulges an habitual 
hatred or an habitual fondness, is in some degree a slave 


and will in treacherous and dangerous times become com- 
pletely enslaved. 

There is no more profound insight into the nature of 
liberty, whether of individuals, or institutions, or of nations, 
than Washington’s realization that to remain free men must 
practice independence. He knew that neither the treaty 
with England nor the Constitution he had helped to write 
could in themselves perpetuate American liberty, if the 
people become the slaves of their sympathies and their attach- 
ments. 

The liberties of tie press are guaranteed by law, but 
we have only to look about us in the world today to realize 
that freedom depends on something more than legal guaran- 
ties. The battle to establish the legal guaranties was won 
in America more than a century ago, but the battle to make 
those guaranties a permanent part of the heritage of our 
civilization is still in progress. It will be won if it is won 
at all, by newspaper men, like those on this platform here 
tonight, whose highest ambition in their profession is to get 
the news and state it correctly and print it fearlessly. 

It is the ambition to arrive at what journalists call the 
news and scholars call the truth that constitutes the living 
link between the press and the universities. Our knowledge 
of how to get the truth, especially in the whole wide field 
of public affairs and human relations, is as yet extremely 
imperfect. We do not possess anything like adequate instru- 
ments for measuring and recording the facts, and we do not 
have accepted hypotheses for interpreting the facts. 

Mr. J. B. S. Haldane has predicted that it will take 
two or three centuries to develop a science of politics that 
can be applied as confidently as we know how to apply the 
science of metallurgy. Perhaps he is an optimist. At any 
rate, he says that 200 years ago the physicists and chemists 
were beginning to study the properties of metals by exact 
methods involving measurements, but the real knowledge of 
metals lay in the hands of skilled workmen who handed 
down their rule of thumb methods and manual dexterits 
to their children. 

On this analogy, it may be said, I suppose, that the 
politicians and the active newspaper men today are like those 
skilled workmen who could handle metals; the professors 
of politics are like the physicists and chemists two centuries 
ago who were studying the properties of metals. They have 
different work to do, and I have more than a little sym- 
pathy with those old friends, whom I mentioned some time 
ago, who want at least to keep separated in their minds the 
search for knowledge which shall be exact, however small a 
role it can now play in practical affairs and the necessity 
for making practical decisions and producing immediate 
reports based on the appearance of things. But there is no 
reason why men who recognize that they have different kinds 
of work to do should not also understand each other. Ulti- 
mately we seek the same end which is to enlighten man- 
kind by enlightening ourselves. And seeking the same end 
we are at our best when we work in the same spirit, when 
we remember that the best teachers are those who never 
cease to be students and that the best newspaper men are 
those who never cease to be reporters. This is the common 
ground on which we stand. It is the humble conviction 
that in the presence of our own ignorance we teach others 
most powerfully when we are most concerned with the 
search for truth. 
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Monetary Problems of Recovery 


By MARRINER S. ECCLES, Governor of the Federal Reserve Board 
Before the Annual Midwinter Meeting of the Ohio Bankers Association, at Columbus, Ohio, February 12, 1935 


AM grateful for this opportunity to address the mem- 
hers of the State Bankers Association of Ohio and their 
friends who have joined them on this occasion. 

In taking up my duties in Washington, first with the 
Treasury and then with the Federal Reserve Board, I was 
of course under the necessity of resigning my own banking 
connections. Nevertheless I have every reason to feel 
entirely at home in an assembly of bankers, and | am genu- 
inely glad to be here. This is, in fact, the first opportunity 
| have had to address a large number of bankers since I 
became Governor of the Federal Reserve Board. 

When I accepted the invitation I received from your 
President in December, | was somewhat at a loss to decide 
what subject to discuss with you. Since then the Banking 
Bill of 1935 has been introduced and I feel sure that there 
is no subject in which bankers will be more interested than 
the provisions of that bill. I am especially glad to be able 
to present to you my conception of the objectives of this 
measure, because | believe that all who are of the banking 
fraternity, no less than those of us who are identified with 
the Administration in Washington, have every reason of 
common interest and common purpose to desire the solu- 
tion of the monetary problems of recovery in the manner 
in which the Banking Bill of 1935 seeks to solve them. 

But it is not my intention this afternoon to go into a 
detailed discussion of each provision of the bill. There will 
be ample opportunity for that on other occasions. I propose 
this afternoon, rather, to discuss the general philosophy 
underlying the bill as a whole. I have chosen this method 
of approach because I believe that it will enable you to 
appreciate more fully the significance that we attach to its 
various provisions, and the result that we hope to accom- 
plish through their practical operation. 

Broadly speaking, there are four main objects which 
we seek to accomplish. In the first place, we wish to make 
the banking system a more efficient instrument for the pro- 
motion of stable business conditions in the future; secondly, 
various proposals in the bill are designed to bring our 
banking system into closer conformity with modern condi- 
tions and, more immediately, to aid in business recovery : 
thirdly, we seek to make certain rather fundamental changes 
in the law relating to deposit insurance in order to make 
the system sounder and more equitable; and, finally, we seek 
to correct various inequalities, ambiguities, and abuses that 
have developed in the banking system in the course of time. 
In the limited time at my disposal I shall have to confine 
myself to a discussion of the broad principles behind the 
proposals which are designed to secure the first two objec- 
tives mentioned, stability and recovery. 

How may our banking system be so regulated and 
adapted that it may become a more efficient instrument for 
the promotion of business stability and the mitigation of 
industrial fluctuations? A complete answer to this question 
demands much fuller treatment than I can possibly give it 





here. Book after book has been written on this subject. 
Because of the need for brevity I fear the statement of my 
views may appear to be dogmatic. I shall, however, have to 
run this risk, as I feel that in no other way can I indicate 
to you the significance I attach to the various proposals. 

The fundamental premise underlying the bill and 
underlying my discussion this afternoon is that business sta- 
bility is a desirable objective. I feel sure that no one will 
disagree with this premise and to my way of thinking agree- 
ment on this one vital point alone will lead you to lend 
your whole-hearted support to the Banking Bill of 1935. 

The second fundamental premise upon which I proceed 
is that business stability cannot be achieved without real 
thought, real effort, and real courage. To establish this 
point it is not necessary to accept and defend any one single 
explanation of the business cycle. It is merely necessary to 
call to mind that in the heyday of Jaissez faire, before any 
attempts at conscious control were undertaken, business 
fluctuations on a disastrous scale occurred with distressing 
regularity. If we had a perfectly flexible cost and price 
structure—which would have to include, I may remind you, 
an equally flexible wage and interest structure—our economy 
could probably adjust itself to rapid expansions and con- 
tractions with little resultant unemployment. Without such 
flexibility, however, expansion and contraction, instead of 
calling into play forces that adjust and correct such move- 
ments, tend to feed upon themselves and for a considerable 
period to generate further expansions and contractions. 

It is not realistic, however, to say that all that is neces- 
sary is to introduce more flexibility into our system. Numer- 
ous rigidities and inflexibilities have developed in our 
economy, and the trend in the recent past plainly points to 
more rather than less rigidity in the future. If there is one 
thing that to me seems clear, it is that, unless conscious 
effort is made to prevent them, booms and collapses will 
continue to recur in capitalistic democracies. It also seems 
evident to me that neither capitalism nor democracy can 
survive another depression of the magnitude of the one 
from which we are just emerging. 

Proceeding then on the assumption that business sta- 
bility is a desirable, nay, a necessary objective which cannot 
be achieved without conscious effort, I wish to develop the 
thesis that the banking system can and should be one of our 
chief instruments for the promotion of stability. 

The first elementary principle which it is essential to 
grasp and which it is not necessary for me to expand upon, 
is that the bulk of our money supply today is composed of 
deposits subject to check. Out of a total volume of $24,000,- 
000,000 of money, or units of purchasing power, nearly 
$19,000,000,000 is composed of checking accounts in com- 
mercial banks. 

The second general principle in the theory of monetary 
control is that variations in the community’s supply of 
money have an effect on the state of business activity. There 
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is no general agreement as to the extent or nature of the 
effect such variations have on business conditions. If I 
presume, as a layman, to enter this controversial field, it 
is because I feel that the question, ““What effect have varia- 
tions in the supply of money on business conditions?’’ can- 
not be answered in general terms or in a dogmatic manner. 
The effect depends on a large number of circumstances. 
Thus, at certain times an increase or decrease of five per- 
cent in the money supply may modify substantially the 
course of business. At other times the effect of a variation 
of twenty percent may be barely discernible. One point on 
which I think there is general agreement, and the only point 
which it is necessary for me to make here, is that increases 
in the money supply tend to stimulate business activity while 
decreases in the money supply tend to restrict activity. 

The third principle in my general thesis of monetary 
control is that the operation of the banking system left to 
itself with no conscious effort of control tends to intensify 
rather than to counteract business fluctuations. The 
sequence of events may be briefly outlined. When business 
activity is increasing there is an increased demand for bank 
loans and a growing disposition among banks to loan liber- 
ally. When banks lend more, thus increasing their assets, 
they also increase their deposits. Consequently at the very 
time when the community is increasing its expenditures 
there is a tendency for the supply of money to increase. 
Similarly, when expenditures are decreasing the demand for 
bank loans falls off, bankers become more cautious, maturing 
loans are repaid, and deposits are extinguished. Our bank- 
ing system, therefore, not only fails to act as a compensatory 
agent, but actually intensifies fluctuations. For example, in 
the period from 1929 to 1933, when expenditures were 
falling rapidly and the national income was being cut in 
half, the supply of deposit money decreased by approxi- 
mately one-third. Part of the decrease can be attributed to 
bank failures, accentuated by withdrawals of cash for hoard- 
ing, and part to the contraction of loans and investments 
by surviving banks. No one person or body is responsible 
for this decline. The responsibility must be shared by the 
entire system. 

The fact is that /aissez faire in banking and the attain- 
ment of business stability are incompatible. If variations in 
the supply of money are to be compensatory and corrective 
rather than inflammatory and intensifying, there must be 
conscious and deliberate control. 

The difficult and controversial question is who should 
do the controlling. I would gladly follow the course of 
the worthy divine who looked a difficulty boldly in the 
face and passed it by, but that is not the kind of boldness 
that will lead us out of the wilderness. I shall state, there- 
fore, as my fourth principle, that the controlling or regu- 
latory body must be one which represents the interests not 
of any particular class, or group of people, but of the nation 
as a whole. 

There is no political or economic power more charged 
with the general or social interest than the power to increase 
or decrease the supply of money. If the sovereign authority 
delegates this power to a particular group or class in the 
community, as it has done in large part in this country, it 
divests itself of a part of its effective sovereignty. The pur- 
poses of the nation, as expressed in its national administra- 





tion, can be completely nullified by those who control the 
money supply. 

The theory of a democratic state presupposes that the 
will of the majority shall prevail. If minorities feel that the 
acts of the majority make life unbearable, they may try to 
change the views of enough voters to change the complexion 
of the majority, or they may revolt and try to establish a 
rule of the minority. If they succeed in the latter course, 
the state ceases to be democratic. Majorities may and some- 
times do abuse their power. It is necessary to remind our- 
selves, however, that so long as we remain a democracy the 
will of the majority is expected to prevail in monetary policy 
as well as in other matters of national concern. 

It is my personal conviction that our system of broad 
political representation, faulty as it may be, constitutes a 
better guarantee that the general interest will be served than 
would control by a group of individuals chosen, let us say, 
entirely by bankers or business leaders. 

The power to coin money and to regulate the value 
thereof has always been an attribute of a sovereign power. 
It was one of the first powers given to the Federal Govern- 
ment by the Constitutional Convention. The development 
of deposit banking, however, introduced into the economy 
numerous private agencies which have the power to create 
and destroy money without being aware of it themselves 
and without being recognized as creators or destroyers of 
money by the Government or the people. The trend since 
1913 represents a gradual recognition of this condition and 
a reassertion by the State of a power which it always 
possessed. 

The President stated the underlying principles control- 
ling the relation of the Government and the banks last 
October in his speech before the American Bankers Asso- 
ciation. He then remarked that “the old fallacious notion 
of the bankers on the one side and the Government on the 
other as more or less equal and independent units has passed 
away. Government by the necessity of things must be the 
leader, must be the judge of the conflicting interests of all 
groups in the community, including bankers. The Govern- 
ment is the outward expression of the common life of all 
citizens.” That, I think, expresses the matter very effectively. 

I am here merely stating the broad principles involved. 
I should not like to be understood as arguing for a highly 
centralized control of all banking activities. Local versus 
national control is not a subject on which one should take 
sides irrespective of the question at hand. The administra- 
tion of certain interests can obviously be handled more effi- 
ciently locally. Similarly, there are other things which can 
be handled more efficiently on a national scale. We should 
consider each case on its merits and provide for local con- 
trol or national control, whichever is in the public interest. 
Let us now apply this principle to banking. 

Banks in this country perform two main services. They 
act as middlemen for the investment of a substantial portion 
of the community’s savings, and, through the provision of 
checking facilities, they supply the bulk of the community's 
means of payment. So far as the investment of savings is 
concerned, a large degree of local autonomy should be left 
with the individual bankers. The state should lay down 
minimum standards to be observed in the interests of pro- 
tecting savings of individuals, but these standards can only 
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be minima, and chief reliance for the safe investment of 
the community’s savings must rest on the judgment and 
knowledge of the individual banker. 

When we come to the second function of banks— 
namely, that of providing the community’s money supply— 
a different range of factors must be taken into considera- 
tion. The effect of variations in the supply of money is 
nationwide and cannot be localized. The Reserve Adminis- 
tration may make Conditions favorable for the creation of 
new deposits, but it cannot insure that the new money will 
be used in any particular section of the country, or spent 
on any particular kind of goods. Since, therefore, the effect 
of monetary policy is nationwide, the formulation of mone- 
tary policy should be by a body which represents the nation, 
and which is activated by national considerations. It is 
inconceivable that variations in the community’s money 
supply should be left to the individual decisions of some 
fifteen thousand local bankers. It is scarcely more logical 
that the variations should reflect uncoordinated decisions of 
the twelve Federal Reserve banks. 

It may be helpful if I here summarize the various steps 
in my argument to this point. 

My fundamental premise is that business stability is 
a desirable objective which it is worth making every effort 
to achieve. Variation in the supply of money, which in this 
country is furnished largely by our commercial banks in 
the form of checking accounts, influence business activity to 
an unknown degree but in a known direction. The banking 
system left to itself behaves in an intensifying rather than 
a compensatory fashion. If it is to be made to behave in 
a compensatory fashion there must be conscious and delib- 
erate control, and this control must be exercised by a body 
which represents the nation. 

Let us now examine the Federal Reserve System in 
the light of the preceding discussion. I propose first to dis- 
cuss the development of open-market policy. 

In 1913 the framers of the Federal Reserve Act had 
certain definite purposes in mind which did not include, as 
the bill was enacted, any reference to national monetary 
policy. ‘They wished to prevent the periodic suspension of 
payments which occurred under the old national banking 
system, and to provide an agency where banks could redis- 
count commercial loans in order to supply temporary, sea- 
sonal and emergency needs of their customers for credit 
and currency. Broadly speaking, I think it is true to sav 
that the Reserve banks were looked upon as emergency lend- 
ing institutions, From this viewpoint it was proper that the 
regional Reserve banks should have almost complete 
autonomy, and that the Federal Reserve Board should have 
onl€ a limited amount of supervisory and coordinating 
power, 

In the post-war period our concept of the functions of 
the Reserve Administration gradually changed. It became 
evident that through the control of the reserves of member 
banks the Reserve Administration could influence the volume 
of deposits and hence the volume of loanable funds of com- 
mercial banks. The trend away from autonomous regional 
action to a more coordinated and centralized control was 
evidenced by a significant development in 1922 and 1923. 
In 1922 certain of the Reserve banks began to buy securi- 
ties, mainly for the purpose of increasing their earning assets. 


The purchase of these securities, however, took place in 
New York and gave deposits and reserves to New York 
commercial banks. These banks utilized these increased 
reserves to reduce their borrowings from the New York 
Federal Reserve Bank. It appeared, therefore, that the 
attempt of other Reserve banks to increase their earning 
assets resulted in a decrease in the earning assets of the 
New York Reserve bank. It also became evident that in- 
creased or decreased purchases of securities by the Reserve 
banks affected member banks’ reserves, and in this way mem- 
ber banks’ deposits, and loans and investments. A small 
committee of Governors was thereupon set up to coordinate 
purchases and sales. In 1923 this Committee became the 
Open Market Committee, composed of the Governors of 
the Federal Reserve banks of New York, Boston, Phila- 
delphia, Chicago, and Cleveland. Its stated duty was to 
formulate open-market policy, subject to the approval of 
the Federal Reserve Board, with primary regard to the 
accommodation of commerce and business, and to the effect 
of such purchases or sales on the general credit situation. 
This marked a step toward the theory of conscious and 
continuous control. From this date onward the volume of 
money in the United States was influenced greatly by actions 
of the Open Market Committee and the Federal Reserve 
Board. 

It appears, therefore, that the System itself, by virtue 
of necessity, has developed a large measure of coordinated 
activity in regard to open-market operations, the single most 
important instrument of reserve control. This coordination, 
while it represented a great advance over the situation which 
prevailed up to 1923, nevertheless leaves much to be desired. 
The body which is charged with the formulation of open- 
market policy is the Federal Open Market Committee, 
which is composed of the Governors of the twelve Federal 
Reserve banks. These Governors are independent of the 
Federal Reserve Board. After the Open Market Commit- 
tee has formulated its policy, its recommendations may be 
adopted or rejected by the Federal Reserve Board. Even 
after the policy has been formulated by the Committee and 
approved by the Board, any Federal Reserve bank through 
its Board of Directors is free to decline to participate in 
the policy. Since you are all administrators, I do not think 
that I need spend much time in pointing out to you how 
bad this setup is from an administrative point of view. The 
body which is ultimately responsible for policy, the Federal 
Reserve Board, legally can take no part in the formulation 
of the policy. The body which formulates policy, on the 
other hand, legally has no power to bring the policy into 
operation. The Boards of Directors of the individual 
Reserve banks, who take no part in the formulation of 
policy, have the power to obstruct its operation. It is a 
well-known fact that the more people there are who share 
a responsibility for policy the less keenly does any one of 
those people feel his own personal responsibility. 

The theory, therefore, back of the open-market pro- 
vision in the recent banking bill becomes clear. The bill 
provides for a small, responsive body which is charged with 
the duty of acting in the national interest in formulating 
open-market policy and in accepting responsibility for its 
consummation and results. 

You will observe next that we propose to leave the 
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essentially regional organization of the Federal Reserve 
System virtually unchanged. I feel that in a country the 
size of ours the regional system of Federal Reserve banks 
must always play an important and necessary role in our 
banking system. They afford, for one thing, an essential 
link between the thousands of individual member banks on 
the one hand, and the Federal Reserve Board on the other. 
Besides keeping in close touch with member banks the 
Reserve banks examine member banks, admit banks to mem- 
bership; provide check clearing facilities, make loans to indi- 
vidual member banks, carry the reserves of member banks, 
and supply the currency needs of their localities. 

There is but one change in the internal organization 
of the Reserve banks which in the interests of economy, 
efficiency, and coordination, I think it is necessary at this 
time to effect. Officially the Federal Reserve Board has no 
relations with the Government of the Reserve banks. In 
their dealings with the Reserve banks the Board is sup- 
posed to work through the Chairmen who are not the chief 
executive officers of the banks. It is proposed to end the 
dual administration of the Reserve banks under the Chair- 
man of the Board, who is appointed by the Federal Reserve 
Board, and the Governor, who is appointed by the local 
Board of Directors, to give the Governors a legal status 
and to combine their position with that of Chairmen of their 
Boards of Directors. Inasmuch as the Federal Reserve 
Board is surrendering the appointment of the Chairman, it 
is obviously desirable in the interests of coordination and 
harmony that the appointment of Governors by the local 
boards be subject to the approval of the Federal Reserve 
Board. 

In laying down a guiding principle for the President 
in his selection of future members of the Board, it seemed 
desirable to substitute for the somewhat meaningless phrases 
in the law the unequivocal requirement that the members 
should be persons qualified by education and experience to 
take part in the formulation of national economic and mone- 
tary policies. This is a recognition in the law of the prin- 
cipal function of the Federal Reserve Board. 

In view of the enormous difficulty of the task of the 
Federal Reserve Board, the bill attempts to make a posi- 
tion on that Board as attractive as possible for the purpose 
of securing and retaining the services of the best talent in 
the country. The attractiveness of a position on the Board 
will be increased by the added powers granted to it and 
by providing that its members shall be relieved as far as 
possible from financial worries. A position on the Board 
is one of the most important posts in the nation and recog- 
nition of this fact is accorded in the bill. 

I turn now to proposed changes in the operation of 
the Federal Reserve banks. 

Two of the proposed changes now in the bill have 
been widely commented upon and have been as widely mis- 
understood. I refer to the provision that the type of paper 
eligible for rediscounting at Federal Reserve banks shall 
not be defined in the law but shall be subject to the regu- 
lation of the Federal Reserve Board; and to the provision 
that segregation of collateral for Federal Reserve notes shall 
be repealed. 

In order to understand our reasons for wishing to 
modify the present requirements in the law relating to 








eligibility, it is necessary to recount briefly certain develop- 
ments that have occurred in the history of the Federal Re- 
serve System. Apparently it was the theory of the framers 
of the Federal Reserve Act that borrowings on commercial 
paper from the Reserve banks and the issue of Federal Re- 
serve notes would be closely connected. It was provided, 
therefore, that Federal Reserve notes issued by Federal Re- 
serve Agents should be secured by 100 percent collateral in 
gold or eligible paper and that Federal Reserve notes in ac- 
tual circulation shall have a 40 percent reserve in gold. 
It was apparently believed that the demand for notes arose 
from commercial borrowers, that the collateral requirements 
would restrict the issue of notes to such borrowers, and that 
this would afford elasticity and prevent the danger of over- 
issue. 

This line of reasoning did not take cognizance of a 
profound change in our monetary habits. In a deposit-using 
country such as the United States, currency is seldom bor- 
rowed from a bank. Borrowers normally receive deposit 
credits and pay their bills with checks. ‘The demand for 
currency arises chiefly from individuals and businesses who 
for the sake of convenience desire to convert a portion of 
their checking accounts into currency. The volume of 
money in circulation fluctuates with changes in the volume 
of those activities which employ the largest amount of cash, 
namely retail trade and factory payrolls. A consequence 
of this development is that the Reserve banks play a passive 
role in supplying Federal Reserve notes for circulation. If 
they issued Federal Reserve notes in payment for securities 
purchased, the sellers of the securities would immediately 
deposit the notes in the member banks and the member 
banks would send them in to the Reserve banks. If they 
sold securities for Federal Reserve notes, the buyers of the 
securities would get the notes from their member banks 
and these banks in turn would get them from the Reserve 
banks. Thus it will be seen that the framers of the Federal 
Reserve Act were mistaken in two of their expectations re- 
garding note issue. Notes are not associated in any direct 
or immediate way with the needs of business for commercial 
loans. Neither is there any need to place restrictions on the 
issue of Federal Reserve notes since, as we have just seen, 
the volume outstanding is not susceptible to control in a 
predominantly deposit-using country. 

Although the requirements that Federal Reserve notes 
be secured by eligible paper or gold does not serve as a re- 
striction on the issue of Federal Reserve notes, it may in the 
future, as it has in the past, severely restrict the ability of 
the Reserve Administration to increase the volume of de- 
posits through open-market operations, Thus, in 1931 there 
occurred simultaneously a demand for gold for export and 
for notes to hoard. Owing to the shortage of eligible paper 
held by the Reserve banks, more than a billion dollars in 
gold in excess of the 40 percent gold requirement had to be 
earmarked for the account of Federal Reserve notes. Had 
the Reserve banks bought securities in order to build up 
member banks reserves, the rediscounts would have decreased 
and more gold would have had to be pledged against Fed- 
eral Reserve notes. The Reserve Administration felt at 
that time that its hands were tied and that it could take 
no action to stem the course of deflation so long as the 
note issue provisions remained in the law. The Glass- 
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Steagall Act of 1932, by making Government securities 
bought in the open market eligible as collateral for Federal 
Reserve notes, permitted the Reserve Administration to buy 
securities, get member banks out of debt, and thus stem the 
process of deflation. This Act expires this year unless ex- 
tended by the President for a maximum of two more years. 


It is realistic and desirable at this time to do away 
with the collateral requirements altogether. They add noth- 
ing to the safety of the Federal Reserve notes since these 
notes are an obligation of the United States Government 
and have a prior lien on the assets of the Federal Reserve 
banks. ‘This does not mean that notes will be issued with- 
out adequate backing. Any increase in the note issue must 
be counter-balanced by a corresponding increase in Federal 
Reserve bank assets. It makes no change in the require- 
ment for a 40 percent reserve in gold certificates or lawful 
money. It is merely a proposal to get rid of an antiquated 
feature in the Federal Reserve Act which has never served 
a useful purpose and has in the past at times prevented 
the timely launching of an essential monetary policy. 

The restriction of the rediscounting privilege to a par- 
ticular and narrowly restricted type of bank loan is in ac- 
cordance with a theory of reserve banking which I think 
we have now outgrown, The major task of the Reserve 
Administration is not to encourage the extension of a par- 
ticular type of loan. The restriction of the borrowing privi- 
lege to commercial loans has no connection with regulation 
of the volume of bank credit or of the access to the Reserve 
banks. ‘The aggregate amount of paper eligible for redis- 
counting has been at all times greatly in excess of the volume 
of rediscounts. Moreover, banks have been permitted to 
rediscount their own notes secured by Government obliga- 
tions. ‘To control the amount of borrowing from Reserve 
banks the Reserve Administration relies upon the rediscount 
rate and the general policy, amounting to unwritten law, 
that borrowing should not be continuous and should be for 
emergency and seasonal purposes only. 

Hence, the elimination of technical restrictions on 
eligibility does not involve any danger of excessive use of 
Reserve bank facilities. But it does enable the Reserve 
banks to come to the assistance of banks who may have 
sound assets but may be devoid of eligible paper. For the 
emergency such a provision was made by the Glass-Steagall 
Act, but not until great harm had resulted from the in- 
ability of the member banks to receive help from the Re- 
serve banks in the emergency. 

The bill provides for admission of nonmember banks 
into the Federal Reserve System prior to 1937 without re- 
gard to the size of their capital. This will enable small 
banks, which would otherwise be confronted with the di- 
lemma of either foregoing the protection of deposit insur- 
ance or promptly raising additional capital, to join the Fed- 
eral Reserve System with their present capital, and thus to 
become eligible for admission to the insurance system. The 
resultant unification of banking under the Federal Reserve 
System and the provision in the bill giving the Federal Re- 
serve Board power to change member bank reserve require- 
ments will contribute to the Board’s ability to exercise ef- 
fective monetary control. 

Let us now consider the proposals in the bill that are 
designed more specifically to aid in business recovery. I shall 





confine my discussion chiefly to the one proposal which I 
regard as the most important in this respect and at the same 
time the one most susceptible to misunderstanding. I refer 
to the provision permitting banks to make loans on improved 
real estate up to 75 percent of its appraised value and on 
an amortization basis for a twenty-year period, and in an 
aggregate amount up to 60 per cent of their time deposits. 

It has been asserted that this is an invitation to banks 
to make loans of a character that does not conform to sound 
banking principles or standards. The collapse of real estate 
values is cited as an illustration of the dangers associated 
with such loans. It is constantly stated that the troubles 
of our banking system were due entirely to the acquisition 
of long-term assets by the banks. It is suggested that banks 
in the future should confine themselves to short-dated com- 
mercial loans and investments. But I need not tell you 
that, if this suggestion were acted upon, the result would 
be fatal to the banks. In October 1934, the eligible paper 
of member banks, within the meaning of the Federal Reserve 
Act, amounted to only slightly more than two billion dollars. 
No doubt, based upon your past experiences, you would find 
that a much smaller amount would be acceptable if it were 
offered to the Reserve banks. Even in 1929 this paper 
amounted to only 4% billion dollars. Banks cannot live 
on the interest of such a small volume of loans and in at- 
tempt to confine themselves to these loans would greatly 
curtail the scope of banking. The more business the banks 
refuse the more will be handled by other agencies, including 
the Government, and the less room will remain for the 
operations of the private banking system. 

I am fully aware of the fear with which bankers view 
the extension of other lending agencies and the uneasiness 
they feel at having to rely more and more on holdings of 
Government obligations to keep up their income. I might 
point out, however, that these developments are a conse- 
quence of the failure of the banking system to perform its 
functions adequately. If the banking system would utilize 
in real estate loans and other long-term investments the sav- 
ings and excess funds that it now possesses, business activity 
would be greatly stimulated, and the Government would 
then be able to withdraw rapidly from the lending field. 

The bankers also feel a deep concern about the constant 
growth of the Government’s deficit and of the public debt, 
and yet a considerable part of this debt is incurred in re- 
financing mortgages and in undertaking other functions 
which the banks have failed to perform. Release of bank- 
ing funds in these fields would enable the Government to 
diminish its expenditures and to reduce the rate of growth 
of the public debt. 

I am, you will carefully note, criticizing the banking 
system and not the bankers as individuals. I do not see how 
you as individual bankers, having to secure liquidity alone 
and unaided, could safely have followed a different lending 
policy than you did. 

This, then, is the dilemma that faces the banks. If they 
go into the longer term lending business, they run the risk 
of depreciation and of inability to realize quickly upon their 
assets in case of need. If they do not go into this business, 
they cannot find an outlet for their funds. Their earnings 
will suffer and the justification for their existence diminishes. 
How can this dilemma be solved? It is proposed in the bill 
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to solve it by removing the problem of liquidity as such 
from the concern of the banks, by bestowing liquidity on all 
sound assets through making them eligible as a basis of bor- 
rowing at the Reserve banks in case of need. This will 
enable the banks to concentrate their effort on keeping their 
assets sound and to pay less attention to their form and 
maturity. 

Reliance on the form of paper as a guide to soundness 
and eligibility has not protected the banking system from 
disaster. We wish to divert bankers’ attention from the 
semblance of paper to its substance; to emphasize soundness, 
rather than liquidity. To require that a real estate loan 
shall be repaid in five years, as the present law requires, does 
not even improve liquidity but rather, through the exces- 
sive strain it places on the borrower, acts to promote fore- 
closures and insolvency. 

What we are proposing is that the problem of liquidity 
shall cease to be an individual concern and shall become the 
collective concern of the banking system. A single bank 
which adopts a policy calculated to pay off all of its deposits 
at a moment’s notice, even though the national income is 
cut in two, cannot adequately perform its duty of serving 
its community. Since good local loans go bad when a depres- 
sion sets in, the bank’s portfolio would have to consist of 
super-liquid open-market paper. What we want to accom- 
plish is to make it possible for banks, without abandoning 
prudence or care, to meet local needs both for short and for 
long time funds. We want to make all sound assets liquid 
by making them rediscountable at the Reserve banks, and 
then to use the powers of monetary control in an attempt to 
prevent the recurrence of national conditions which result 
in radical declines of national income, in the freezing of all 
bank assets whether they are technically in liquid form or 
not, and in general unemployment and destitution. If we 
can bring this about, then the banks, as well as all other 
enterprises, will be safer than they can ever be under a policy 
of each for himself and the devil take the hindmost. 


In conclusion, let me make myself clear that I do not 
expect the passage of the Banking Bill of 1935 to solve the 
problem of the business cycle. What I do expect is that its 
passage will make conditions more favorable for its eventual 
solution. My own view is that, while through the com- 
pensatory action of the banking system much can be done 
to moderate fluctuations, it will be necessary for the Govern- 
ment also to help in offsetting and counteracting rapid expan- 
sion and contraction of expenditures on the part of the com- 
munity‘at large. It can do this by varying its expenditures 
and by the use of the taxing power in securing a better 
distribution of income so as to insure employment, thus 
maintaining the necessary distribution of wealth production 
as currently produced. 

One thing is certain. We will not obtain stability unless 
we work for it. A policy of laissez faire presupposes an 
economy possessing a flexibility which I think it is hopeless 
for us to expect to achieve. Therefore it is absolutely essen- 
tial to develop agencies which by conscious and deliberate 
compensatory action will obviate the necessity of drastic 
downward or upward adjustments of costs and prices, wages 
and capital structures. If we do not develop such agencies 
our present economy, and perhaps our present form of gov- 
ernment, cannot long survive. 

For this reason it behooves all of us, who are charged 
with the responsibility of managing our money and credit 
mechanism, to devote our best thought and greatest effort 
to promote an intelligent understanding of the monetary 
and economic problems confronting the nation. By support- 
ing the proposed legislation which I have outlined to you 
and, what is even more important, by cooperating with the 
policies for the promotion of which the changes in our bank- 
ing structure are proposed, the bankers of the country will 
be working not only in their own best interests but also in 
the interests of recovery and the establishment, within our 
economic and political framework, of a more stable and 
equitable national economy. 


The Hodge Podge of Tax Legislation 


By DR. WALTER S. LANDIS, Vice-President, American Cyanamid Company 
Delivered Over National Broadcasting Company, March 4, 1935 


HEN I select a chemist to produce a complicated 
WU drug, I make sure he is a skilled technician, 

versed in the fundamental laws of chemistry, and 
familiar with chemical processes. If a bridge is to be built, 
my selection of an engineer is limited to a man carefully 
trained and fully experienced in building bridges. He must 
not merely put a fabricated structure across a river, but 
build a safe bridge to carry traffic of present and future 
generations. 

If a new motor vehicle is to be designed, the manu- 
facturer avoids the crack-brained theorist of perpetual 
motion, and puts to work experts who know what is ex- 
pected of a motor car, and who will build one that gives 
satisfactory service. All these men must have experience 
and understanding. They must think through the problems 


confronting them, and then accept the responsibility for 
results and performances. 

Yet when we come to government, what qualifications 
do we demand of those who represent or who govern us? 
They pass no test for fitness or ability, show no credentials. 
A glad hand will likely produce more votes than a super- 
intellect. A dishonest statement intoned with sincerity fre- 
quently reaches more ears than an honest exposition of the 
facts. A nit-wit broadcasting wise cracks stands a better 
chance of election than the ablest statesman who seriously 
accepts responsibility. Why it is no longer necessary even 
to be honest since repudiation has become recognized as a 
legitimate legislative alibi! 

You, my tax-paying listeners, are responsible for this 
situation. Blame no one else for the hodge podge of words, 
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ideas, and laws that come from legislative chambers. 
Because of your apathy and your gullibility they flow inter- 
minably in a torrent of platitudes, a deluge of nonsense, 
bunk, and abuse. 

It is from such sources that much of our tax legislation 
springs. Legislative bodies are too busy to think through 
our tax problems. Political expediency is held paramount 
to sound principles. Novices write tax laws without con- 
sideration for the taxed. Government’s needs are put before 
those of the citizens. Sound and meritorious taxes are car- 
ried beyond their productive limits to become instruments 
of destruction. 

Let us look at a few examples of sound tax principles 
become destructive. There’s the tax on real estate. It is 
easily assessed, difficult to evade or avoid, and productive 
of revenue. Yet it is utterly lacking in uniformity, and is 
imposed without the slightest relation to ability to pay or 
benefits received. Legislators have ridden this tax horse to 
ruin, 

Suddenly we are aroused by the terrible situation in 
both city and country to the fact that when this tax exceeds 
a certain maximum percentage of the earnings power of 
real estate, it fails to produce revenue. Our property may 
be taken away from us, and government invested with title 
to our acres, our homes, but the revenue has ceased. The 
only cure is an actual and permanent reduction in tax rates 
to bring them within the natural and economic tax limit. 
The sooner this fact is recognized, the better for all of us. 

Similarly, there is a natural limit to any capital tax. 
This limit is a maximum percentage of the earnings of 
that capital. Exceed it ever so slightly, and you destroy 
both capital and tax revenue. Yet today there are numerous 
tax measures pending in state and national legislative bodies 
which violate that fundamental principle. 

Then there is the income tax, with which so many of 
us will become so closely—and sadly—acquainted this very 
month. It was acceptable, and reasonably satisfactory, on 
its original basis of “ability to pay.” But it quickly degen- 
erated into a “‘soak the rich’”’ scheme. 

Because it has degenerated, it has done just what pro- 
ponents asserted it would not do—adversely affect those who 
struggle for the necessities of life. Because of the income 
tax and its stepchild, the estate tax, our education institu- 
tions, foundations, charities, hospitals and the like, suffer 
financially. Funds that might have been invested in fac- 
tories, industrial undertakings, and other enterprises pro- 
ductive of widespread employment either have been frozen, 
have otherwise been used, or have gone, through taxes, into 
the bottomless pit of wasteful government expenditures. 
Iynorance and misuse of the power to tax slowly are wreck- 
ing our economic structure, and the people who are hurt 
are the very ones the income and estate taxes were supposed 
to help—those who work for a living! 

Now our legislators are mounting a new tax horse— 
tax. Of all levies, it probably has the widest 


the sales 








spread, affects directly far more people. Since that situation 
permits of far more widespread dissatisfaction with taxes, 
efforts are being made to disguise sales taxes as processing 
taxes, luxury taxes, excise taxes, and the like. These are 
merely different names for the same tax. 

Sales tax, under whatever name levied, should make 
excellent revenue producers. On the other hand, collection 
is dificult and expensive, evasion or avoidance comparatively 
easy. They are likely to have a disastrous effect upon busi- 
ness, not only because they increase costs, but because of 
the possibilities evasion offers for unfair competition. 

Already easily avoidable evils have begun to undermine 
sales tax principles. Political cowardice has prevented this 
levy from becoming a national tax, without exemptions or 
exceptions of any kind. Rates, which should be kept low, 
are tending to increase. Ease and certainty of collection 
could be assured were the sales tax levied directly upon 
manufacturers and producers, with the established under- 
standing that it is passed on to the consumer, but our legis- 
lators have worked to make collection difficult and to 
deceive the consumer. 

It is immaterial upon whom or what taxes are levied, 
we all pay them in the end. They should, therefore, never 
exceed the minimum requirements of revenue of an honest, 
economical administration. They should be apportioned, 
equitably and justly, upon the estate of the taxpayer and be 
tempered by his ability to pay. Any violation of those 
principles is almost immediately signalled by waste, graft, 
and the establishment of vested interests. 

Mr. and Mrs. Taxpayer, you have been forced to 
reduce your expenditures during the past few years, to make 
rigid economies. Insist that your legislators adopt the same 
practice. If they are unwilling to do so now, remind them 
of the fact when next you cast your vote. 

Do not delude yourselves by thinking you are not a 
taxpayer. Do not deceive yourselves by thinking that taxes 
you should pay can be shifted to somebody else. And do 
not let yourselves be taken in by the fallacious idea that 
the cost of government is going to be borne by business, 
big or little. The cost of government—taxes—amounted 
nearly to 10 billion dollars last year. Returns on invested 
capital—business income—were not half that sum. The dif- 
ference was taken indirectly and by subterfuge from the 
citizens, particularly those who thought they were paying 
no taxes, and who wondered why it had become so difficult 
to earn a living. 

Every citizen wants to bear his fair share of the cost 
of government. Every citizen also wants the best govern- 
ment he can afford. But the times demand that taxes be 
just, equitable, and in proportion to benefit. They demand 
also that revenue be wisely and economically expended. 
They demand particularly the election of well informed, 
better trained, more widely experienced legislators; the 
placing in office of men and women educated in the funda- 
mentals of taxation and cognizant of sound principles. 
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World Recovery Through 
World Trade 





By F. H. FENTENER VAN VLISSINGEN of Holland 


President of International Chamber of Commerce 
Before the Advertising Club of New York, February 14, 1935 


WAS very pleased to accept your kind invitation for 
this luncheon and it is a great honor for me to address 
so many of those who are so prominent in this huge 

center of economic activity. 

As President of the International Chamber of Com- 
merce, it ought to be a great pleasure to me to speak at any 
time on the subject of the revival of the world through 
world trade. Still, I must confess, that when I was pre- 
paring my speech on board the “Bremen” I was somewhat 
disturbed by a conversation between two American business 
men which I overheard in the smoking room. They were 
telling each other that international trade was “dead, dead 
as a door nail.” This disturbed me very much because it 
reminded me of what happened in the family of one of my 
friends. This family was in the happy possession of a very 
old and extremely rich aunt. To celebrate her ninetieth 
birthday a family dinner was arranged at which the most 
eloquent member of the family was to toast aunty’s health. 
After the guests had arrived they were told that the old 
lady did not feel quite fit and had to keep to her room, 
but that she insisted on the dinner taking place. So they 
sat down to the dinner and at the opportune moment the 
eloquent orator made a beautiful speech that brought tears 
to nearly every eye. Whereupon they all cheered and drank 
aunty’s health. After they sat down again the eloquent 
man arose once more and told them that to his great regret 
he had been informed just before the dinner that aunty had 
passed quietly away. On this sensational news the family 
sat dumb until the youngest member asked our orator: ““Why 
the devil,—why did you not tell us so before?” The answer 
he got was: “What about my speech? Poor Aunty, my 
poor Aunty!” 

You will understand I was rather afraid, after over- 
hearing this conversation, that I would learn on landing in 
the United States that international trade had, in the mean- 
time, “passed quietly away,” just as aunty did, and I have 
been very much relieved by the fact that my good friend 
Watson could assure me by his own experience that there 
is still something left of it. 

If we say that something is left of international trade, 
this certainly does not mean that international trade is in 
good health. On the contrary, it is a poor sick man. He, 
who once brought welfare and wealth to mankind, is slowly 
but surely pining away, and all we have seen and heard 
during the last year is not very adapted to make us hopeful 
about the possibility of his speedy recovery. 

If a man is ill, we call for the doctor and if the case 
is serious we even consult a specialist. Well we can sav 
that this sickbed is surrounded by quite a lot of doctors and 


even professors. This may be very helpful to the patient, 
of course, but I personally believe that if we are to get him 
on his legs again there ought also to be a few business men 
about to nurse him. 

In our day governments interfere to such an extent 
in economic life and private enterprises, that some business 
men I met the other day were asking themselves if it is 
still really worthwhile to trouble ourselves about the so- 
lution of the big economic problems that are confronting 
us. They complained: “If we grow, if we produce; if we 
buy or sell; if we import or export; if we collect or pay 
our debts; everywhere we find the administrations in our 
way.” One of them even went so far as to suggest that, 
for a while, we give governments the benefit of the system 
of laissez faire laissez aller which, in more prosperous days, 
was the stronghold of private enterprise, and that in the 
meanwhile we take a good holiday. My answer to him 
was that I could only join him if I were satisfied with the 
development things are taking. 

Can we honestly be so? 

I believe the answer to this question is: “No.” On 
the one hand millions of people are unemployed, in many 
lands. Crops are unsold, and fertile acres lie barren. Well 
equipped factories stand idle, or work only on part time. 
Costly ships are laid up at their docks. On the other hand, 
millions of people in many lands stand in need of food, 
clothing and other first necessities of life. It is clear that 
something is fundamentally wrong. And for this reason 
business men cannot merely stand by and await develop- 
ments. They will have to take their part in the solution 
of our difficulties and to consider and reconsider the prob- 
lems which face us. 

These problems are so manifold and complicated that 
the danger is great that in doing so we get more and more 
entangled in a maze of puzzling questions and, therefore, 
it seems to be extremely useful to try to bring them back to 
their simplest proportions. 

When an economic storm has blown us off our course, 
the first thing we should do is to determine the ship’s po- 
sition. The longer the economic depression lasts the more 
evident it becomes that we do not find ourselves in one 
of the well known trade cycles which have always brought 
ups and downs to our economic life, but that we find our- 
selves confronted by numerous and severe disturbances of 
the equilibrium of our economic system. From this position, 
by observation, we can draw an important conclusion. 

If it were merely a trade cycle which caused our difficul- 
ties, the only thing we would have to do would be to 
shorten sail and continue, as soon as weather was fair 
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again, the course we were steering before the storm arose. 

If, on the contrary, our troubles are due to the fact 
that our economic system has lost its balance, this can only 
mean that the course we laid out before the storm came, 
was wrong, and that we will have to change tack to reach 
the desired destination. 

Which is this destination? 

In most cases, the answer that is given to this question 
is to find work for the unemployed, and to regain the balance 
between consumption and production and between the costs 
of producing and the selling prices. I believe this answer 
is not altogether correct and, therefore, misleading. If the 
average of commodities which we are able to give to the 
inhabitants of the world at the present moment, were suf- 
ficient to insure them a satisfactory standard of living, the 
fact that unemployment exists and the balance between pro- 
duction and consumption is lost, would not be very dis- 
turbing. It would not be difficult, in that case, to readjust 
production to consumption and, by a spread over of working 
hours, we could find labor for the unemployed without 
endangering this satisfactory standard of living. But we 
all know that this is not the case. On the contrary, mil- 
lions and millions of people are at present in dire need of 
the first necessities of life and, in many countries, even those 
who are employed have to content themselves with a standard 
of living which lies far below the point we already had 
reached years ago. 

Therefore, undoubtedly, the port of destination which 
ought to be our goal is to put a higher average of commodi- 
ties at the disposal of the individual than we can do at 
If we could succeed in doing so, our problems 
would be solved, because the welfare of the world would 
be restored. 

Why can’t we do it? 

Is it because we cannot produce enough? Certainly 
not. ‘The world was never able to produce more, or better, 
than at the present moment. Is it because we cannot bring 
these commodities from the producer to the consumer? 
Again, certainly not, because our means of transport are 
more efficient than they have ever been before. 

So it becomes evident that our whole trouble is that 
we cannot distribute adequately what we can so abudantly 
produce, and so efficiently transport, and the conclusion we 
come to is that all measures we take that promote distri- 
bution, will bring us nearer to the goal, and all those that 
are detrimental to distribution will set us back. 

If there is something amiss with our distribution, this 
may be because our mechanism of distribution is not efficient. 
Knowing that the cost of distribution is, in most cases, more 
than fifty per cent of the price the consumer pays, and 
knowing that this percentage has shown during the last fifty 
years a tendency to rise constantly, it is, undoubtedly, very 
important and highly desirable that we give more thought 
to this problem than we have done up till now. 

But, even if our mechanism were perfect, it could not 
have the desired effect, unless we gave it the opportunity 
of functioning in the proper way; and, therefore, we must 
ask ourselves if we gave distribution, before the storm arose, 
and afterwards, a fair chance. In my opinion, the answer 
must be, in both cases, in the negative. After the war, we 
find reparation obligations, war debts, inflated currencies 


present. 





and the protection of newly created industries by newly 
created States and others, and the non-acceptance by creditor 
nations of payment in goods and services, hampering the 
efficient distribution of commodities in every way, and we 
cannot be blind to the fact that no small part of the difficul- 
ties which caused the crisis, was due to the obstacles we 
put in the way of distribution. When it became evident 
that things were going wrong, we should obviously have 
changed our course in this respect, in order to take away 
some of the main causes of the crisis. But we not only 
did wot do so, but went on steering the same wrong course, 
and even doubled the shackles in which distribution was 
fixed. Look at all government measures which were taken 
after the crisis, and you will find that certainly ninety per 
cent of them are not favoring distribution but are, on the 
contrary, detrimental to it. And, whatever their object may 
have been, one thing is certain—that just because they 
hamper distribution they can, in the long run, only add to 
our difficulties, and never remove them permanently. 

There is only one way to overcome our economic 
troubles, and that is to direct economic life towards a more 
efficient distribution of commodities. 

All the learned discussion about gold standards, stable 
currencies, deflation, inflation, reflation, devaluation, bi-lateral 
or multi-lateral treaties, currency restrictions, quota and 
clearing systems, the principle of reciprocity and the clause 
of the most favored nation in commercial treaties—they are 
all very important, but we business men will have to see 
to it that they do not lead us into side alleys, and we will 
have to take care that we keep to the main road, and never 
lose sight of the only way of overcoming our difficulties; 
that is to say, by promoting distribution. 

How can we promote distribution? 

In order to arrive at efficient distribution, it is neces- 
sary that, first, we facilitate as much as possible the wav 
from the producer to the ultimate consumer. In the second 
place, that the seller and the buyer know what they get and 
what they give. And, in the third place, that the buying 
capacity of different groups of the population, and of the 
different nations, is well balanced. 

From this we may conclude that it will be necessary 
to remove the obstacles that prevent, at present, the free 
circulation of commodities from the place where they can 
be produced under the most favorable circumstances and 
in the cheapest way, to the consumer who is in need of them. 
That is to say that we will have to remove the trade barriers 
which are obstructing the free movement of these com- 
modities. 

In the second place, we will have to stabilize the 
currencies, because without stabilization the buyer and seller 
will never be able to fix the quantity of commodities they 
exchange, which is the basis of all distribution. 

In the third place, we will have to restore as much 
as possible the lost balance between the income of different 
groups of the population and of nations. 

Now we come to the question: “What can we business 
men do in this respect?” 

In the first place, we will have to make sure that our 
mechanism of distribution is as efficient as we can make it. 
Undoubtedly, a great field of action lies before us in this 
respect. By close collaboration between various groups of 
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producers and distributors, not only nationally but interna- 
tionally, we ought to study the different systems and phases 
of distribution. I am happy to mention the valuable work 
the International Chamber of Commerce has already done 
in this field. 

In the second place, we will have to convince govern- 
ments that the commodities produced ought to have a better 
chance of circulating freely than is possible at present, and 
we ought to show them the way of coming to a more liberal 
exchange of commodities without creating too great dis- 
turbances. Needless to say, this is an international, and 
not a national problem. The highest posible standard of 
living in the world can never be reached if the possibility 
of distribution is limited by boundaries, in the laying out 
of which economic factors were ignored. It is clear that 
business men have to insure the success of this task. They 
can only do so by a cordial international collaboration, and 
only if they are convinced that no one can be prosperous 
to the detriment of another. Only when they are convinced 
that the welfare of one branch of activity, and of one nation, 
depends on the welfare of other branches of activity and 
of other nations, can this international work be undertaken 
in the right spirit. If we believe that it is possible for one 
nation in the world to be rich and prosperous, whilst its 
neighbors are poor and suffering, we might as well stop 
trying to come to a closer international economic collabo- 
ration. But, I am convinced that no serious person could 
_ believe such a thing. Every student of economic history 
must know, and the real business man must feel, that we 
are tied up so closely together that the prosperity of one 


depends entirely upon that of the other. Achievement of 
efficient international collaboration, which is necessary for 
us to overcome our difficulties,—international collaboration 
between producers, between distributors, and between oper- 
ators of means of transport,—this is the great task which 
lies before the business men of the world. 

It is extremely important that the leaders of business 
of your country participate in this work. Without their 
participation it cannot be achieved. ‘That is a fact of which 
we in Europe are well aware. At no time in the world’s 
history has a close collaboration between the old world and 
the new world been so essential to the welfare of mankind. 

Pray, do not misunderstand me. I do not ask you to 
organize an action of help or relief on behalf of the old 
world. I do not want you to do anything that is not in 
your own interest. As a business man I am deeply con- 
vinced, that a square deal ought to be advantageous to 
both parties. Collaboration, by which the new world would 
only give and the old world would only take, could result 
only in bringing us on to the wrong track. No, if I ask 
you to collaborate with us in order to restore prosperity, it 
is because I am deeply convinced that neither you, nor we, 
can bring back that prosperity without the aid of the other. 

A better distribution of commodities which must be 
our aim can only mean recovery of world trade, and re- 
covery of world trade is nothing else than recovery of pros- 
perity, recovery of the world. 

Gentlemen, I appeal to you, let us join our forces 
together to further the world’s recovery, through world 
trade! 


America’s Interests in the Far East 


By NICHOLAS ROOSEVELT, 4uthor and Diplomat 
At the National Republican Club, New York, February 23, 1935 


AM< glad that our chairman stressed the fact that we 
cannot disentangle ourselves from world affairs. This 
is particularly true of what happens in the Far East. 

Whether we like it or not we are inexplicably involved in 
the affairs of the Far East so long as we hold the Philippine 
Islands, Hawaii, Alaska and Panama. The mere possession 
of these regions makes us one of the major powers in the 
Pacific. 

The proposition which I wish to lay before you for 
your consideration is that, just as our Far Eastern policy 
during the last thirty years has been based on the retention 
of the Philippine Islands, so it must be based hereafter on 
the independence of the Philippines. Congress, as you know, 
has passed the so-called Tydings-McDuffie act, which pro- 
vides that the Philippines shall receive their independence 
at the end of 1944. In the meantime the Islands substitute 
for the present form of government under an American 
Governor General, a so-called Commonwealth government, 
under which the Filipinos will have their President, Prime 
Minister, and Legislature—in other words, have complete 
control over their own affairs—and in place of a Governor 
General America will have there a Commissioner General 





whose powers will be little more than those of a diplomatic 
agent. In other words, we have allowed ourselves to be 
placed in a position of maintaining full responsibility for 
the Philippines while abdicating all authority over them. 

This would be dangerous enough under normal circum- 
stances because of the fact that the Filipinos now have the 
power by their own actions, over which we have no control, 
to involve us in a war with a foreign power. A few years 
ago this might not have been so important to us. Times 
now, however, are no longer normal in the Far East be- 
cause of the fact that Japan, under the influence of her 
military and naval leaders, has definitely embarked on a 
policy of aggressive expansion having as its ultimate ob- 
jective the domination of the entire Far East by Japan. 

The significance of this factor and its effect on Ameri- 
ca’s position in the Far East can best be understood if you 
will review with me for a few minutes the history of Japa- 
nese activity in the Far East since 1914. 

Japan, as you remember, participated in the World 
War and occupied the German-dominated seaport of China, 
Tsing-tau. This was followed almost immediately by the 
military occupation of the whole of the province of Shan- 
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tung. In the spring of 1915 the Japanese issued their 
famous “—I'wenty-One Demands at the expense of China. 
These demands had as their objective to place Japan in 
complete domination over China. Neither our government 
nor any of the governments of Europe accepted the validity 
of these demands, and as a result of diplomatic pressure the 
last seven of these demands remained in abeyance. 


It is interesting to recall in connection with these seven 
demands—which provided for virtual military control of 
North China—that the Japanese government used the same 
tactics in its dealing with the American government as it 
did at the time of the Manchurian incident in 1931. When 
the existence of the T'wenty-One Demands, which were to 
have been similarly imposed, was first published to the 
world by the Associated Press, the Japanese Ambassador in 
Washington went to Mr. Bryan, Secretary of State, and 
assured him that no such demands had ever been presented. 
At the same time that he was doing this the Japanese gov- 
ernment issued an ultimatum to China demanding immediate 
compliance. 

Sixteen years later—in the autumn of 1931—the Japa- 
nese Ambassador on several occasions assured Mr. Stimson, 
Secretary of State, that Japan had no intention of advancing 
further in Manchuria. At the very same moment the Japa- 
nese troops were pressing forward and making further con- 
quests of China’s territory. 

Partly as a result of American disapproval of Japa- 
nese expansion in China, we found ourselves at the end ot 
the World War in a situation which seemed likely to trouble 
At the same time we had embarked 
on a policy of building a navy second to none. The British 
as well as the Japanese were eager to restrict our naval 
program, and as a result of preliminary negotiations the 
Washington Conference was held in the winter of 1921-22 
At this conference three major agreements were drawn up. 
‘The first affected the navies and established the so-called 
5-5-3 ratio, according to which for every five tons of capital 
ships that the United States and Great Britain had Japan 
might have three tons. A top limit to the total tonnage 
was also set. I believe the figures were about 500,000 tons 
each for Great Britain and the United States and 300,000 
tons for Japan. This seems to me to have been one of 
the few constructive steps taken in the direction of disarma- 
ment. It was the first time in the history of the world 
that nations agreed by treaty with other nations to limit 
their defensive The agreement, however, applied 
only to capital ships. An effort was made at Geneva in 1927 
to make a similar agreement for cruisers and other auxiliary 
vessels, without success. In 1930, however, at London such 
We all of us hoped that this 
would give us a long breathing spell and would serve as 
a precedent for further reduction of naval strength. 


peace in the Pacific. 


forces. 


an agreement was made. 


‘The second important agreement reached at the Wash- 
ington Conference was the so-called Nine Power Treaty, 
pledging the territorial and administrative integrity of 
China. The purpose of this treaty was to prevent further 
encroachments on China such as Japan had attempted in 
1915. 

The third agreement was the so-called Four Power 
Treaty respecting the insular possessions of the different 











powers in the Pacific. This took the place of the Anglo- 
Japanese Alliance which had been very unpopular in America 
and in the British Dominions. 


As a result of these agreements, as I said, we had 
every reason to look forward to a period of peace and sta- 
bility in the Far East. Everything might have gone well 
had it not been that in 1930 the world depression became 
so acute that the principal nations of Europe as well as the 
United States found themselves disturbed by internal difficul- 
ties. By the summer of 1931 it was clear to those of us 
who had been following Far Eastern affairs closely that 
Japan had decided that the time had come to resume the 
policy of the Ttwenty-One Demands which had been in 
abeyance for sixteen years. All of you remember the 
result. An “incident” occurred at Mukden in September, 
1931, between Chinese and Japanese soldiers. As a result 
of this Japan invaded Manchuria and part of North China 
and established the so-called “independent” state of Man- 
chukuo. We registered a legalistic protest but as the Japa- 
nese knew that we. would not back up this protest by force, 
they paid no attention to it. 


Today we are confronted with a new situation out 
there. The Japanese naval group, jealous of the success 
of the army group, which pulled off the successful Man- 
churian occupation, is apparently determined that Japan 
must now go ahead with its policy of overseas expansion. 
This does not mean expanding in our direction but it does 
mean expanding in the direction of the Dutch East Indies. 
Japan, you must not forget, is suffering severely from over- 
population. At the same time she lacks essential raw ma- 
terials. She lacks, above all, iron, coal and oil. The first 
two she hopes to get out of Manchuria, but the only valuable 
oil deposits within striking range of Japan are in the Dutch 
East Indies. 

How, you may ask, does this affect us? The answer 
lies in the Philippines. The Philippines are directly on the 
way from Japan to the Dutch East Indies. The Philip- 
pines, furthermore, are rich in raw materials and have plenty 
of undeveloped lands. It is following the ostrich policy, 
which my cousin here so correctly deplored, to pretend that 
this does not imply a potential danger for us. 


As a matter of fact there is no other possible interpre- 
tation of the latest move of Japan than that she is planning 
to expand overseas. I refer to the denunciation of the Wash- 
ington Naval Treaty made by the Japanese government on 
December 31 last. At the same time that Japan denounced 
this treaty she demanded naval equality with the British 
and the United States. As Colonel Roosevelt can bear 
witness, the naval experts at the Washington Conference 
were agreed that even the 5-5-3 ratio gave Japan complete 
naval supremacy in the Far East, due to the number of 
her naval bases and to the fact that she was operating in 
her home waters. For Japan, therefore, to demand a navy 
as large as that of Great Britain or the United States can 
only mean that Japan is preparing for conquests overseas. 

I said that it was through the Philippines that we were 
concerned about Japan’s new policy. Whether we like it 
or not, we are responsible under the present laws for the 
protection of the Philippines until the end of 1944. We 
thus have ahead of us a period which is sure to be full of 
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dangers for us. We have, as I said, no authority over the 
Islands, but we maintain full responsibility for them. 

My contention is that the only thing for us to do 
under the circumstances is to recognize frankly that we have 
made a mess of our relations with the Philippines and to 
shorten rather than to prolong the period of our occupation 
of those Islands. Instead of holding them for ten years, 
as provided in the Tydings-McDuffie Act, we should, in my 
opinion, get rid of them in three years if possible, or at least 
in five years from today. And when we get out we should 
get out lock, stock and barrel. The time has come to think 
of our own interests instead of being guided by sentimental 
feelings about our “little brown brothers.” The longer 
we stay in the Islands the greater the danger of our being 
involved in a war. This is inevitable in the new relationship 
in which, as I said—and I repeat it because it is the essence 








of the whole matter—we are in a position of responsibility 
without authority. 

But I see that my time is up. By way of recapitulation 
let me therefore stress briefly the main points which I made 
—namely, that whether we like it or not we are intimately 
involved in the affairs of the Pacific so long as we hold the 
Philippine Islands; that in view of our having made a mess 
of our Philippine policy the best thing for us to do is to 
get out as soon as we possibly can; that this is all the more 
important unless we are prepared to risk a war with Japan. 
Japan, as I said, is going ahead steadily with her policy of 
dominating all of Eastern Asia. I am not saying whether 
this is right or wrong. I merely point to it as a fact. The 
situation is and will remain a serious one for a number of 
years and it behooves all of us to watch it with the greatest 
care. 


The Personal Equation 


By WILLIAM MATHER LEWIS, President of Lafayette College 
President of the Association of American Colleges, 1934-35 


Before the Association of American Colleges, Atlanta, Georgia 


URING the past ten years education on the col- 

lege level has been subjected to more careful 

scrutiny than ever before. Curricula have been 
reorganized, surveys concerning innumerable matters have 
been conducted, educational experts have made profound 
pronouncements. Surely nothing has been neglected. But 
if one turns to the mass of literature which these activities 
have produced he finds that as in the commercial field the 
smallest proportionate amount of attention has been paid 
to the ultimate consumer, in this case the typical under- 
graduate student considered as a human being. We have 
made an elaborate suit of clothes, with pockets for this and 
that, modeled after English, or German, or Roman pattern, 
but we have forgotten in many instances to take into con- 
sideration the size of the youth who is to wear it. We have 
prepared a gargantuan meal—but have not always ascer- 
tained whether or not the guests are on a restricted diet, 
because of limitations in capacity and assimilation. Oh! 
of course, we know that our students rank above those in 
rival institutions, that they are the most serious minded 
with whom we have ever dealt, that they are extraordin- 
arily responsive, but beyond these few happy generalities 
we are sometimes at a loss. Some recent books, the work 
of middle aged authors, purporting to picture under-grad- 
uate life in the present era are characterized by naive and 
wishful thinking. 

When one suggests certain elements in college policy 
which might be better, he should at the same time empha- 
size the tremendous contribution made by our colleges to 
the general welfare, particularly in the troubled days through 
which we have been passing. Truly, none of our social or 
industrial organizations has faced the situation more effect- 
ively or courageously. So when we raise a question as to 
our understanding of the nature and needs of the youth 
with whom we are dealing, it is with the knowledge that 


in more than one institution remarkable work is being done 
in getting beneath the surface and reaching the heart of the 
whole problem. But in many instances, we are prone to 
let other interests divert our attention from the obvious fact 
that the college is for the student. And this being true it is 
likewise self-evident that only those should be retained upon 
a college staff who have proven ability and an attitude of 
sound progressiveness. ‘That institution which keeps upon 
its teaching force those who are known to be dull, unpro- 
gressive, unsatisfactory teachers contradicts the principle 
that the college is for the students—that it is an educational 
institution and not a philanthropic enterprise. It is also 
true that able teachers should not be called upon to wear 
themselves out in an attempt to teach youths who do not 
wish to be taught. 

The president of a Junior College in New Jersey, writ- 
ing to the New York Times last week said, ““My experience 
for the past fifteen years with college students is that too 
many are not eager learners. They are just credit hunters 
in many cases. In these times with the FERA aggravating 
the situation by attracting so many non-eager students to 
attend junior colleges, there is all the more reason to oppose 
waste in college education. 

“The dilemma is that if these emergency junior colleges 
are not provided students will be loafing on the streets, and 
if we pay the tuition of these students in Federal-supported 
junior colleges we get a veritable herd of half-hearted, 
mediocre students. We cheapen instruction; we cheapen our 
faculty status. We merely demoralize our standards of 
college results. We really encourage waste of money and 
years of youth.” You will note that his criticism is not 
aimed at the FERA enterprise in established colleges but 
at the creation of emergency colleges, a problem to which I 
think we should give careful attention. 

This and similar statements emphasize the necessity 







































































376 


Vital Speeches of the Day 





[Vol. I, No. 12 





of paying keener attention than ever before to the question 
of the type of student entering our institutions and to reach 
a sound conclusion as to whether the American college is 
primarily an educational or a social institution. This prob- 
lem is being forced to our attention more than ever before 
by the activities of the Federal Government in the educa- 
tional field. 

In accepting, as we should, the social responsibility 
which the college has, we recognize that that responsibility 
lies in the field of developing in its students a sense of intel- 
ligent social responsibility and not in making out of the 
institution a social organization in the sense that it takes 
into its student body young people in order to decrease the 
number of unemployed on the streets at any given time, or 
to prevent idleness which might result in immorality and 
crime, 

| sometimes fear that our state laws requiring boys and 
girls to remain in the public schools until let us say eighteen 
years of age, confuse the issue; that they put a burden upon 
the schools which they should not be asked to assume; that 
the presence of larger, duller and less desirable pupils, among 
smaller, brighter and more desirable, has both a bad mental 
and moral effect. It might appear that if it is really socially 
desirable to keep these lower types occupied and out of in- 
dustrial competition up to a certain age, another type of 
institution should be devised for them as soon as their pro- 
cress in formal education comes to a standstill. 

The same policy appears sound in college administra- 

The Government naturally looks upon the college as 
an agency which may be helpful in reducing unemployment ; 
and at the same time, give unemployed youth an opportun- 
ity for advancement, but naturally does not consider the 
problem which all colleges have, of maintaining sound edu- 
cational standards. 

Certainly with these new issues before us it is time for 
personnel appraisal. It is clear that our quantitative stand- 
ards, our credits and degrees have dimmed the vision as to 
what education on the college level should produce. Tra- 
dition and inertia have been hampering elements. There 
is no royal road to college effectiveness. It must be obtained 
through courageous pioneering in search of those methods 
which will develop the type of individual the present era 
needs if orderly progress is to obtain in the affairs of men. No 
institution which faces these basic questions intelligently and 
honestly need fear that its service will not be of inestimable 
value. But no college will face them intelligently and hon- 
estly which does not center its thought upon the present day 
individual student, his capacities, his limitations, his needs. 

In the educational field the undergraduate is often a 
misunderstood individual, That sounds like a very ex- 
travagant statement. But how much do we really know 
about him? Or to put it another way, how much do we 
not know about him? 

A thoughtful college trustee asked me a few days ago 
if any studies have been made to ascertain the amount of 
time which the average college student wastes in a year. 
No such knowledge appears to be at hand, and yet how 
vitally it affects the insistent question as to whether or not 
the present length of the college course—four years—can 
be justified. 

Again the question was raised in our last faculty meet- 


tion. 


ing, as we were discussing possible changes in our college 
year, in our examination system and our schedule to pro- 
mote greater continuity, whether or not the psychologists 
had furnished us with satisfactory information as to whether 
the process of learning on the college level was best pro- 
moted by daily recitations or by the more usual system of 
two or three periods a week with a day intervening ; whether 
there was any evidence on the problem of devoting a whole 
day each week to each subject as over against the conven- 
tional method. No one knew of much reliable data on the 
problem, although numerous studies have been made along 
those lines concerning young children, and a later check up 
showed that only a very few fragmentary and inconclusive 
studies along this line have been undertaken. Perhaps if 
our college psychologists would leave a great part of the 
study of abnormal psychology to the graduate schools and 
study some of these normal matters we would get farther 
in understanding and in developing the mind of youth. 

Strange, is it not, that as an effective instrument the 
human brain has not improved in these last two thousand 
five hundred years. True we know more things than did those 
gathered for discussion in the shadow of the Parthenon, but 
where are the thinkers, the poets, the philosophers, the sculp- 
tors who can match the glory that was Greece? 

Despite all the advance that psychology has made, this 
thing we call the mind is still cloaked in mystery. But just 
as after thousands of years of primitive agricultural methods 
with scarcely a change there came that day in the nine- 
teenth century when the whole process of sowing and reap- 
ing was suddenly revolutionized, so through the efforts of 
men with divine discontent will these minds of ours some 
day be suddenly released and controlled to do miraculous 
things. 

A few weeks ago in Cleveland, Dr. Crile and his 
assistants, in the darkness of an underground laboratory 
showed brain tissues of animals which glowed by their own 
inner light, and the writer who reported this strange exhi- 
bition said that “these mysterious emanations indicated that 
the thinking apparatus is a superlative radio transmitting 
and receiving set, which all through life keeps up an endless 
broadcast over a gigantic network in a hookup of two bil- 
lions of individual stations.” 

Scientists have and will take exception to the conclu- 
sions of Dr. Crile and the idea of the journalist, but would 
the discovery and control of mental emanations be a whit 
more marvellous than those electrical impulses which go 
hurtling through the air from the broadcasting station to 
the radio in far off farmhouses? 

One night I had a dream so vivid that the next morn- 
ing at the breakfast table I repeated it to my wife. It 
centered about a college classmate with whom I had not 
been in contact; of whom I had not thought, for years. 
And later in the week when my secretary brought in the 
morning mail—the topmost letter was from this man in a 
distant community, and it said, “Last night I had such a 
vivid dream about you that although our paths have not 
crossed for many years I decided to write you.” ‘The ma- 
jority who feel it wearisome to think about the mind will 
dismiss an incident such as this with that all inclusive word, 
coincidence. But some scholar will patiently follow the 
path of the unknown until the day when our “echoes roll 
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from soul to soul and grow forever and forever.” I proph- 
esy that within ten years our whole concept of the human 
mind in regard to its capacity and its training will be 
changed. 

However, pending these great discoveries in the field 
of mental activity and power, which are so surely coming, 
we must not mark time. We must define the type of indi- 
vidual who is worthy to have invested in him the money, 
time and effort called for by the college process. 

In the memorandum to the selection committee for 
Rhodes Scholars, the secretary says this: 


“Mr. Rhodes defined in his will the general type of 
scholar whom he desired by specifying four groups of 
qualities, the first two of which he considered the most 
important: 

1. Literary and scholastic ability and attainments; 

2. Qualities of manhood, truth, courage, devotion to duty, 
sympathy for the protection of the weak, kindliness, 
unselfishness and fellowship; 

3. Exhibition during school-days of moral force of char- 
acter and of instincts to lead and to take interest in 
his schoolmates; 

4. Fondness for and success in manly outdoor sports such 
as cricket, football and the like. 

“In making their selection Committees should be care- 
ful to give the qualities of intellect and character the para- 
mount importance which Mr. Rhodes directed. Commit- 
tees are especially warned against passing over a candidate 
who shows essential distinction in favor of one who pos- 
sesses an undistinguished uniformity of all-round qualities 
without particular excellence in the more important ones.” 
[ Parenthetically, this warning should be given to admissions 
officers of American colleges. We now turn back a brilliant 
boy who has great capacity in one field in favor of some 
stupid individual who knows a little in several.] Such a 
policy leads inevitably to mediocrity. Distinction of intellect 
and personality is the primary qualification for a Rhodes 
Scholarship, and upon that Committees should insist. 

“Candidates between nineteen and twenty-five cannot 
expect to have developed equally all their potentialities, 
and the quality of leadership, in so far as it is real, is likely 
to be latent. It is clear that in emphasizing this quality 
Mr. Rhodes did not have in mind the man who devotes a 
large part of his energy in college to outside activities. 
Mr. Rhodes evidently regarded leadership as consisting in 
moral courage and public spirit as much as in more aggres- 
sive qualities. Judicious resistance to ill-founded undergrad- 
uate opinion, for instance, may give truer evidence of lead- 
ership than success in interpreting or expressing it. Under 
the complex conditions of modern life true leadership must 
depend upon high ability and sound character, and Com- 
mittees will best succeed in finding men of the kind which 
Mr. Rhodes desired if they put first emphasis upon these 
qualities. 

“In a private letter Mr. Rhodes made it clear that 
he was more concerned that his scholars should ‘be mode- 
rately fond of field sports’ than that they should attain 
‘success’ in athletics, in the sense of winning a university 
‘letter’ or ‘blue. At Oxford all but a small minority of 
undergraduates play games of some kind. What Mr. 
Rhodes seems to have wanted was that his scholars should 
play some game sufficiently well to make it an easy road 
of entry into the social life of the College, that they should 
be active and healthy in body, and that they should know 
how to ‘play the game.’ He regarded a college as a place 
where friendships, as opposed to mere acquaintanceships, 


are made. Between two men both interested in sport it 
should not be assumed that the better athlete will be the 
better Rhodes Scholar.” 


I think we might well accept this as the standard by 
which we measure the prospective college student. 

How much would our undergraduate bodies be reduced 
below their present numbers if we really observed that first 
qualification, literary and scholastic ability and attainments! 
There should be no complatency about the evidences of 
near illiteracy which are manifest in any group of American 
college students. Real intellectual competence, the attitude 
of the gentleman and the scholar are needed today in our 
civilization as never before. The best is never popular with 
the majority, because the best costs toil and loneliness. It 
is almost impossible to attain to the best and to popularity 
at the same time. Most men faced with these alternatives 
choose popularity—solacing their consciences with the spe- 
cious argument that it is better to have more influence upon 
a lower level than less on a higher. 


Thus the majority stamp with delight to the rhythm 
of jazz and are unutterably bored if some unkind fate makes 
it necessary for them to listen for an evening to a great 
oratorio or opera; thus the noblest masterpieces of literature 
gather dust upon the shelves while the shoddy product of 
the hack writer receives loud acclaim. But unpopular as 
it is, the best must have its fearless exponents if civilization 
is to survive, for upon their lonely efforts rests the responsi- 
bility for maintaining a decent level of achievement. And 
the natural breeding place for the best is within the college 
walls. 

When life was simple its problems could be mastered 
by simple minds. But who today can we find to face the 
complicated, chaotic, tangled situation other than those 
whose thinking power has been developed to the highest 
degree? “Ye shall know the Truth, and the Truth shall 
make you free.” In education there is a call for those who 
will be willing to be called undemocratic—who will glory 
in mental aristocracy; who will find their life’s reward in 
the development of one or two great thinkers. 

When we come really to know the student with whom 
we are dealing, we will realize that he needs intelligent 
restraint and encouragement to learn how to weigh evidence 
before expressing opinions on great social, political and re- 
ligious questions. 

We cannot render the best service to the individual 
student if we do not maintain the essential disciplines. Those 
who are urging students to take over most of the adminis- 
trative direction of the college, who are constantly harping 
upon the necessity of what they term fuller self-expression 
are not contributing to the sound education of the under- 
graduate or to his future success. Youth cannot attain to 
freedom and to new and better standards of life by imma- 
ture attacks upon the present social order or other estab- 
lished institutions, but by rigid self-discipline—for the road 
to better things is through a moral struggle in which none 
but the strong can hope to win, and which comes through 
mastering problems before one ventures to offer a solution 
to them. 

Fred Eastman well said, “I plead for a revival of self- 
discipline. Why self-discipline? In order that we may 
acquire power to meet the struggles ahead of us. For as 
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individuals and as a human race, nothing is surer than that 
titanic struggles impend. We face certain defeat as indi- 
viduals unless we can infuse more iron into our internal 
makeup. ‘The same is true for our institutions. Soft in- 
stitutions are but the reflections of soft individuals. When 
we have developed more iron within ourselves, we may have 
hope of stauncher institutions.” Rather than urge students 
to demand this and that, it is the business of the college to 
prepare them for that sort of leadership which is attained 
only through ability, and that*preparation will best be given 
to them by intelligent men who lead them in their formative 
period; who do not encourage a contentious but a cooper- 
ative spirit. This cooperative spirit when it is found among 
older and younger men seeking together the truth and sus- 
pending judgment until the evidence is in, constitutes edu- 
cation at its best. 

We have encouraged the demanding spirit on the part 
of youth by constantly telling them that our generation 
made a terrible failure of things and assuring them that 
they are much more to be trusted than we are. I am not 
so sure that we have made a terrible failure. We had to 
make the greatest adjustment of any generation in modern 
times. We started out with a horse and buggy and we are 
ending up in an airplane. Our generation raised the stand- 
ard of living to a height never before reached. We made 
education well-nigh universal. Why, therefore, be so ex- 
cessively humble and apologetic that we destroy the disci- 
pline of the home upon which the success of the centuries 
has been based? For the home today is not functioning for 
good as did the home of a generation ago. In his penetrat- 
ing work, The Age of Confidence, which everyone who de- 
sires really to know modern youth, should read, Henry 
Seidel Canby after describing the home of the nineties says, 

“Does this seem a slight difference from the demo- 
cratic homes of today where all try so hard to be pals? It 
is a monumental difference. Statisticians have yet to reckon 
the nerve strain in American life which comes from pre- 
cocious attempts at maturity and painful struggles to retard 
middle age. Fathers and mothers today have to be big 
brothers and big sisters, while sixteen years old children 
are humored in their attempts to make knowledge prevail 
without experience behind it. The worst service done to 
youth by the revolution in thought of the early nineteen 
hundreds and the disillusion of war was the necessity put 
upon them to disagree with everything said by their elders. 
We in the nineties might doubt parental infallibility but we 
felt no sacred duty to express our unbeliefs. Parental 
opinions were assumed to be based upon experience and, 
therefore, to be treated like axioms in geometry until we 
had a chance to test them. The middle aged got credit 
for it and did not have to pretend sympathy with ideas 
they knew were wrong; the young could take shelter in 
their youth and were not asked to prove what it was well 
known they believed.” 

Again it is evident that because we have not entirely 
recognized the type and needs of the youth with whom we 
are dealing that we have overlooked his greatest educational 
need, namely the education of the emotions. In our eager- 


ness to acquire or to impart oftentimes useless knowledge; 
in our interest in vocational guidance, we have almost crim- 
inally neglected this most important of the elements in edu- 
cation, delegating it to those who are purveyors of commer- 
cialized entertainment, whose livelihood depends upon the 








excitation of the emotions. In whose hands have we placed 
emotional education? In those of the moving picture pro- 
ducer, the jazz orchestra leader, the publisher of sex maga- 
zines, the comic strip writer, the radio buffoon... A few 
weeks ago, we read the findings of the Attorney General’s 
Conference on Crime, in which there was more than one 
statement which had to do with the education of the emo- 
tions. For instance, one of its resolutions states that “the 
Conference deplores the practice of unduly dramatizing 
stories of crime and glorifying the criminal.” 


One need but glance at the record of self-destruction, 
the over-filled asylums, the appalling list of crimes, to agree 
that emotional instability is taking a tremendous toll in 
our nation, and to raise the question as to whether or not 
we will some day be faced by the decadence which ruined 
once proud nations of the ancient world. Emotional insta- 
bility, brought about by our lack of understanding of what 
education really is, this is a weakness which must be cor- 
rected, in order to bring about emotional stability. And 
what do we mean by emotional stability? It is the power 
to preserve one’s soul in peace; to subject the emotional life 
to the intellectual life; to substitute meditation for aimless 
action and serenity for excitement. This may be accom- 
plished by the education of the emotions through beauty. 
That youth who is educated to find the beauty in nature; 
the inspiration of a great musical composition; the glory of 
a grand architectural pile; the symmetry of a sculptured 
masterpiece, learns through these things the great eternal 
values. No matter what his economic condition, he will 
never be poverty stricken for as Henry Sloane Coffin has 
said, a man’s wealth consists in the number and intensity 
of his appreciations. 

Says Rufus Jones, “A boy is very much safer morally 
and spiritually if he has a passion for beautiful things, for 
beauty in nature. It is of course true that many persons 
who have possessed great aesthetic gifts and genius have 
not been robustly moral and it may well be granted that 
aesthetic appreciation does not necessarily discipline the will 
or stabilize the character. At the same time love of beauty 
does tend to elevate and ennoble the soul and it is an im- 
mense asset in the formative stages of youth.” 

The finest thing in the world is a beautiful life and 
above the influence of music and art and architecture in ac- 
complishment of emotional stability is the bringing of youth 
into contact with such a life; into contact with a serene 
and simple older man; a man in whom a youth can put his 
trust. Fortunate is that college which has a number of 
such men on its faculty whose doors are opened to the boys 
who will so surely enter them if they have the proper en- 
couragement. Unfortunate is that institution where the 
number of professors who are themselves emotionally un- 
stable is considerable. ‘There are few colleges without some 
such. They do infinite harm. Without serenity; with emo- 
tions on the surface; without judgment as to how to develop 
a spirit of responsibility and sound judgment in their stu- 
dents; caring nothing for the dignity of their office, for good 
manners or other conventions; they are a menace and a 
handicap to the educational process. They must be elimin- 
ated before emotional education of an ennobling nature can 
be realized fully. But the emotionally stable, those real 
teachers who are the glory of the American colleges, must 
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be given more time and opportunity for student contacts. 
It is not amiss to note in passing that the great teachers are 
in the vast majority of cases men of deep religious convic- 
tion. Viewed from any angle it appears clear that we have 
devoted altogether too little attention in the American col- 
lege to the education of the emotions through beauty. I 
sometimes think that the surroundings in which a student 
finds himself in Cambridge or Oxford have enough of edu- 
cational influence to carry him through even if he were not 
touched by anything else. The vine covered walls; the 
sweep of lawn down the river; the stately dining hall; the 
glorious Chapel; the influence of these things upon genera- 
tions of English youth cannot be estimated. 

Facing the great problem of leisure time, the true stu- 
dent of education will realize that what the unthinking 
majority calls the frills of education may well be the essen- 
tials. ‘The combination of leisure time and emotional insta- 
bility breeds crime and degeneracy. 

Now he who pleads in education for the best, for the 
highest development of the exceptional individual is not after 
all taking an undemocratic attitude, for what the majority 
needs is sound, unselfish, high-minded leadership. Said a 
great observer of human affairs to me but a few days ago, 
“T am not so sure that what has happened in Russia; in 
Germany; in Italy, cannot happen in America. Let some 



















great emotional influence suddenly strike the people and we 
might see our time-honored institutions swept aside in a 
moment and some bizarre and vicious system installed in 
their places.” If this is not to happen we must raise up a 
generation of clear-thinking, emotionally stable individuals, 
awake to their responsibilities as leaders in the great fields 
of political and social thought. 

My plea is for dedication of our educational interest 
to that which is best, training the individual student to re- 
spond to what President Faunce termed the ‘temptation 
upwards”; to develop the courage te turn his back on popu- 
larity and to stand for ideals; to establish the emotional 
stability which strengthens the moral fibre; to acknowledge 
his individual social responsibilities; to cultivate a judicial 
attitude of mind. All these things come from minds which 
are stretched to their capacity and which are developed 
along individual lines. All these things can be realized only 
when we truly know the characteristics and needs of the 
youth with whom we are dealing at any particular time. 
Our responsibility is great, for there can be no individual 
success, no stable representative government founded upon 
emotional instability; irresponsible action; mental laziness 
and ignorance. The American college which has met the 
issues of various epochs as they have arisen will not be found 
wanting at this time. 


Doctors, Dollars, and Disease 


By LIVINGSTON FARRAND, President of Cornell University 
Broadcast in a Series of the Same Title Over Columbia Broadcasting System February 26, 1935 


emphasized again and again. By common consent the 

maintenance and improvement of health is a primary 
concern of every individual and therefore of organized 
society. It is well known that illness is no respecter of 
persons and constitutes the leading hazard in the life of the 
individual and of the family. The brilliant advances in 
medical knowledge of the last fifty years have greatly im- 
proved the weapons at our disposal both for the prevention 
and the treatment of disease but unfortunately they remain 
largely unapplied. We have then two main problems in this 
field confronting us as a people, first the more effective pre- 
vention of preventable disease and second the wider avail- 
ability of expert medical care. 

The prevention of disease has rightly been made a chief 
responsibility of our public health officials but the accom- 
plishment of their task depends upon an informed and coop- 
erative public. We view with satisfaction and often with 
complacency the reduction in the death rate during recent 
decades, the lessening of tuberculosis, the notable decrease 
in infant mortality, the approaching disappearance of diph- 
theria and the practical elimination of yellow fever, small- 
pox, cholera and plague. But we fail to be as concerned 
as we should be about needless deaths of mothers in child- 
birth, about the grave prevalence of mental and nervous 
disorders, about the far reaching effects of dental defects 
and malnutrition, about the devastating inroads of syphilis, 
against all of which enemies great advances could be made 


|: all the addresses in this series certain facts have been 





if we would but equip our officials with the authority and 
the resources to apply well proven knowledge and methods. 
On the public health side the obvious next steps are wider 
education of the people with regard to health facts and 
health habits, the establishment in every city and county or 
appropriate district of well trained full time health officers 
with adequate technical and nursing staffs, and last but not 
least the freedom of such departments from the handicap of 
political interference. 

Progress in the development of public health depart- 
ments has been discouragingly slow in normal times but in 
these last four years the advance has not only been checked 
—the country has dropped back. At our best the outlay of 
funds for ordinary public health purposes was on the average 
about one dollar per capita a year and the most trustworthy 
estimates available indicate that forced economy has reduced 
the expenditure for these purposes in 1934 to seventy cents 
per person. This reduction has crippled many health depart- 
ments to an alarming degree and unless the damage is 
speedily repaired the price must inevitably be paid in 
increased illness and mortality. 

This is not the place to discuss details of organization 
but it is worth reminding ourselves that the primary respon- 
sibility is always local and that we cannot look to federal 
agencies for the protection of public health. City, county 
and state must cooperate in this task. There remain, of 
course, diseases and disabilities where knowledge is lacking 
and the means to prevent not clear. Of such diseases cancer 
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is perhaps the best known. In this field fortunately the 
medical profession and the centers of medical research can 
be trusted to carry on the intricate studies which sooner 
or later will unlock the doors. 

When we come to the problem of adequate medical 
care for the American people the steps to take are by no 
ineans so evident. There has long been a common impres- 
sion that a large proportion of the public receive inadequate 
medical attention but the facts brought out by the Com- 
mittee on the Costs of Medical Care have shown a situation 
that cannot be disregarded and the condition is growing 
worse. As was pointed out by Professor Winslow in the 
second of these addresses, that Committee found that in 
typical American communities the average family received 
far less medical care in time of illness than would be 
regarded as a reasonable standard. It was shown that even 
in a normal year half the population of the country receive 
no medical care whatever, a much larger proportion no 
dental care, and the situation has become steadily worse 
during the depression period. Why? Simply because the 
people cannot pay for it. 

Nothing could be more unjust than to charge the 

medical profession with responsibility. Not only the ideals 
but the practice of that profession entail an enormous 
amount of unremunerated work. In every community of 
the country the doctor has carried his load of unpaid ser- 
vice and too often without recognition of any sort. And 
as the years have passed the doctor’s economic lot has 
reached a crisis. In 1929 one third of all American phy- 
sicians had net incomes of less than $2,500 a year and 
one half of them less than $3,800. The Committees on the 
Costs of Medical Care found that if the incomes of private 
veneral physicians were graded in income groups of $1,000, 
more would be found in the $1,000-$2,000 class than in 
any other. 
Our problem is not that of the well to do or wealthy 
patient or of the medical specialist or general practitioner 
of large practice in our cities. The problem to be solved 
is that of the poor and middle class patient and of the 
average doctor, dentist and nurse. 

The studies referred to have also shown that on a 
reasonable distribution there are nearly enough qualified 
physicians in the United States adequately to care for the 
people were it not for the unfortunate concentration of the 
profession in our cities. The inevitable consequence is that 
vreat rural areas are left with insufficient medical care or 
even totally without it. 

The natural question at once arises whether, under 
the circumstances, the American people could afford to pay 
for the kind of medical service which modern knowledge 
indicates as desirable. The immediate answer is that the 
people already pay nearly enough in any normal year to 
buy medical service for every one. The best estimates have 
shown that an expenditure of $36 per capita a year would 
meet the demands of reasonable standards and conservative 
estimates also show that today we spend in the United 
States about $30 per capita a year but with the totally 
unsatisfactory results just described. What then is the 
answer? 

Numerous attempts have been made and are being 
made by the medical profession to solve the difficulty. Group 








practice in various forms, loca! cooperative plans and devices 
aimed at the problem of small groups have helped the situa- 
tion locally but have not significantly affected the national 
picture. - 

The only promising solution to our difficulty would 
seem to be some plan whereby the costs of medical care 
can be distributed over large groups through the applica- 
tion of some insurance principle. It may as well be recog- 
nized at once that people of small or moderate incomes 
cannot individually budget and meet the unpredictable 
expenses of illness, and the insurance principle, in whatever 
way or ways it may be worked out, offers the greatest 
hope of results. 

This is, of course, no revolutionary proposal. Nearly 
all the countries of Europe in one form or another have 
adopted a sickness insurance plan. We are in the fortunate 
position of being able to profit by the experience of our 
sister nations and thereby to avoid some of the errors into 
which they have fallen. 

There is no wisdom available today which can outline 
with certainty a health or sickness insurance plan which 
would be successfully applicable to the entire United States. 
Conditions vary not only with the geography of the country 
but with the industrial conditions which are characteristic 
of great areas. To legislate for New England as one would 
for the Southwest is obviously impracticable. And it is 
undoubtedly wise that experiments should be tried and that 
no comprehensive plan in rigid terms should be forced upon 
the American people by hasty edict. As is well known, this 
particular problem is being brought sharply into discussion 
and therefore to public attention by the studies and recom- 
mendations for social security emerging from Washington. 
If success is to be achieved certain broad principles must 
permeate every plan proposed. 

The first and most fundamental principle is that full 
cooperation between the medical and dental professions and 
the public is essential. Any system which would tend to 
lower the quality of those professions would carry the seeds 
of ultimate failure. The control of professional procedures 
and the maintenance of professional standards must remain 
in the hands of the professions charged with responsibility. 
The time honored relation between patient and physician 
should be safeguarded in any plan. Fortunately there is 
no reason why these principles should be sacrificed. The 
problem is clearly economic and the method of payment for 
service is not primarily a professional matter. In the last 
instance it is simply a question of the capacity of the public 
to pay and the method of that payment will inevitably be 
determined by the public which pays. There is no apparent 
reason why systems of sickness insurance should not be 
devised which would work to the advantage of both phy- 
sician and patient. Indeed such are already available. 

I have said nothing about one aspect of this problem 
which is causing grave concern in all parts of the country 
and that is the critical situation in which our hospitals find 
themselves. Private philanthropy to which so many of them 
have looked for support has found itself unable longer to 
carry the load. It is significant that these indispensable 


foundations are turning to group hospital insurance to meet 
a least a part of the unprovided costs. 
I am purposely not attempting to suggest particular 
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and specific schemes. Different states can and should try 
different plans and nothing but experience will indicate the 
best. 

The situation in its broad outlines is clear. The mass 
of the American people are receiving inadequate medical 
care. That care is available and must be had. The costs 
cannot be budgeted by the individual citizen but can be met 


when distributed over large groups. The methods of dis- 
tribution can be modified to meet local or special conditions. 
Successful application will benefit both the people who are 
served and the professions who give the service. The task 
of the moment and the purpose of this series of addresses 
is to call the people’s attention to the condition which con- 
fronts them and to urge prompt but well considered action. 


The Congresswoman 


By MRS. DANIEL O’DAY 
At the National Democratic Club, Broadcast Over W.O.R. February 23, 1935 


is confusion—confusion, noise and disorder and he 

wonders how anything can be accomplished under 
such distracting conditions. Having often been told, how- 
ever, that the work of Congress is done in committees, he 
comforts himself with that thought and anxiously awaits 
the time when he will be assigned to his two or three com- 
mittees and can start to work. 

Within a week these assignments are made—only ten- 
tatively, however, for much shifting from one committee to 
another goes on until the Congressman finds his proper 
niche where his former training and experience will be most 
useful. Then his work begins in earnest. 

I suppose the daily routine of the men and women in 
Congress is very much alike but far be it for me to presume 
to speak for the “gentlemen.” I can, however, give you a 
picture of a “gentlewoman’s” day. Yes, that is the quaint, 
mid-Victorian way in which they are addressed in the House 
and designated in the Record. The gentlewoman from 
Arizona, from California, etc. 

Eight or eight-thirty of a morning finds two of the 
gentlewomen breakfasting in the Congressional Restaurant 
in order to lose no time in getting to work at their cor- 
respondence. 

The other four show up around nine or nine-thirty to 
find usually, two or three of their constituents, men and 
women, already waiting to see them. Perhaps they want 
information on certain bills but the chances are ten to one 
they want letters of introduction to heads of departments 
and are looking for jobs. Then, there are delegations of 
women interested in certain bills and anxious for the sup- 
port of the “gentlewoman.” Delegations from the various 
Peace societies, from the Woman’s Party, delegations for 
Disarmament, delegations from defence societies asking for 
a stronger Army and Navy. Delegations of women who 
have Civil Service positions and who, if the so-called Mar- 
ried Woman’s clause goes through will probably lose them 
as their husbands also hold Civil Service positions, and one 
or the other will have to go. 

They claim that the combined incomes are barely 
enough to keep the homes intact and to pay for their chil- 
dren’s education. That it will prevent the marriage of young 
people who can afford to set up a home only if they can 
pool their meager salaries—in short, the Married Woman’s 
Clause will work for the destruction of the home—with a 
capital H. This is very distressing to the gentlewoman who 


r NHE new congressman’s first impression of the House 


believes in Homes, and who hasn’t become hard boiled but 
before she can commit herself, three crashing gongs sound. 
It is a quarter of twelve and the House convenes at noon. 
Constituents and delegations are dismissed, and the gentle- 
woman leaves the office building for the Capitol. She 
descends to the sub-basement and there, if she is new, she 
is apt to lose herself in the maze of subways leading in 
various directions and none of them very clearly marked. 

If, however, she has been a New York Commuter and 
has learned the intricacies of the Grand Central subways, 
she finds her way to the proper one—it is a six or eight 
minute walk, takes the elevator which is deftly hidden 
around an unexpected corner and marked “Congressmen and 
the Press Only,” and she is whisked up to the Chamber 
Floor. 

There, after the opening prayer, someone takes the floor 
and the business of the day begins. Meanwhile, the gentle- 
woman has found placed on her office desk the Congres- 
sional Record which tells her of everything that has been 
said and done in the Senate and in the House the previous 
day. There is also a Calendar of the Bills to be taken up 
so if she has had time to read them, she has an idea of what 
to expect. 

Only if the gentlewoman is fortunate enough to secure 
a chair directly in front of the speaker and in the first two 
or three rows will she be able to hear the congressmen and 
their arguments. Outside of that small area is but sound 
and fury, for the acoustic of the House are bad. Members 
chat together, visit with each other, come, and go. Occa- 
sionally, some member arises and calls for order whereupon 
the gavel is pounded and the groups gathered in the rear are 
invited to retire to the coat room if they wish to converse. 
Quiet reigns for two minutes—and the hubbub is on again. 

Many letters are received from visitors criticizing the 
behavior of the House—one old gentleman writing that the 
“shocking lack of decorum” there is the cause of the “grow- 
ing disrespect of American youth towards our institutions.” 

If the arguments from the floor do not pertain to the 
gentlewoman’s committees, she may go back to her office to 
answer her mail that has been opened by her secretaries. 
The citizen is urged to “write to his congressman.”—He 
does! 

The gentlewoman from New York is receiving hun- 
dreds and hundreds of letters on the Townsend Plan. 
Rochester seems particularly to favor it, and one street 
there, Titus, is extraordinarily clamorous. 
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Utica also is keenly in favor of the Plan as is also a 
village on Long Island. A thick package of letters came 
from there, form letters, identical in wording and all signed. 
But no addresses were given so the gentlewoman from New 
York is unable to answer them. She is receiving many 
letters both for and against the “Lucretia Mott Amend- 
ment” for ‘equal rights for men and women’—a blanket 
amendment that she fears would wipe out the protective 
laws for women in Industry for which she has worked so 
hard up in Albany. 


Then there are requests for copies of bills and of the 
Record for the tracing of claims, and a hundred and one 
other things that must be attended to. 

Perhaps the gentlewoman instead of returning to her 
office at once is moved to take a visiting constituent to lunch 
in the Congressional Restaurant. It is a combination of the 
early Childs restaurants—all white tiles, and the New York 
subways, also white tiles plus noise. 

Conversation is impossible, the food is excellent and 
served by well trained colored waiters who can call each 
one of the 460 odd Representatives by name. Their captain, 
knowing one gentlewoman’s weakness for cherry pie and 
that she seldom takes time out for luncheon, calls up her 
office and notifies her whenever cherry pie is on the menu— 
a courtesy that is much appreciated. 

But a luncheon or any other business can be inter- 
rupted by the gong calling members for a record vote at 
which time the House subway resembles Grand Central sub- 
ways during rush hours. 

The work on committees takes place on stated days 
and hours named by the chairmen, and members who are 
on two or three as most are, find themselves hard pushed 
for time to study the special bills and reports that confront 
them in addition to their other duties. Usually, the House 
adjourns at five o'clock, once or twice it has remained in 
session until seven. Occasionally, the gentlewoman finds a 
notice on her desk from her party Whip announcing that 
a caucus will be held after adjournment. So her hours are 
long, and uncertain—no eight hour day for her. 

This, then is the average day of a woman member of 
Congress, but there are other duties—social duties that she 
must perform if she is to enter the social life of Washing- 
ton. It is a life quite different from that of any other 
Capitol in the world and not to participate in it, to some 
extent at least, means that one is missing a most delightful 
experience. 

To the casual young people of the present day, the 
rigid etiquette seems ridiculous. To us older people, it brings 
back memories of our childhood when our mothers drove 
out in their Victorias to make what was known as “a round 
of calls.” 

‘Well, the congresswoman and the wives of the con- 
gressmen make rounds of calls—theoretically, at least. The 
newcomer first leaves cards at the White House, then she 
calls on the wives of the Vice President and the Speaker. 
Next, she calls on the wives of the Cabinet Ministers, then 
come the calls on the wives of the Chief Justices, followed 
by calls on the wives of the Diplomats, the Ministers of 
foreign countries, the Senators, and lastly, the wives of the 
senior Congressmen. 

This means around a thousand calls. I said they were 








made theoretically, perhaps I should have said vicariously, 
for they are often made really through one’s chauffeur. This 
is the system. . 


The wives of the Cabinet Ministers are “at home’ on 
a certain day in the week—say Mondays, the wives of the 
Chief Justices are at home on Tuesdays, the ladies of the 
Diplomatic Corps on Wednesdays, the Senators’ wives on 
Thursdays, and wives of Congressmen on Fridays, let us say. 


The newcomer may choose to make her calls in person 
in which case she leaves her cards and that of her husband’s 
for every lady of the family, and additional ones of his for 
the men of the household. To indicate she has brought them 
herself, she turns down the upper right hand corner of each. 


If the newcomer hasn’t time to make the required calls, 
however, she may hand over her batch of cards to her chauf- 
feur with a list of where they are to be left—this time, the 
corners are not turned down—and he delivers them at the 
doors. It would simplify matters if the cards could be sent 
out by mail but this must never, never, never be done. 

In such fashion visits are exchanged in Washington. 

Mrs. Newcomer’s name gets on the list, and she begins 
to receive invitations. Meanwhile, the chauffeurs have 
worked out a little system of their own in this business of 
calls. They have districted the city and getting together on 
the various at-home days, they divide among themselves not 
only their employer’s cards but all the others destined for 
the same sections of the city and its suburbs. Thus, while 
all the amenities have been observed, much time and gas 
has been saved, for Washington is a city of magnificent dis- 
tances, and many of the homes are in Virginia and Mary- 
land, outside of the District. 


The six women Representatives form a friendly little 
group who get together as often as their time permits. 

There is Mrs. Norton of New Jersey, a stately, dark- 
haired woman, chairman of the District of Columbia Com- 
mittee who is affectionately called ‘““The Mayor of Wash- 
ington” since it is her committee that governs the city 
through three Commissioners. 

There is Mrs. Jenkes from Indiana, whose silvery hair 
worn coronet fashion frames a face that reminds one of a 
medieval portrait. 

There is Mrs. Greenway of Arizona—it’s only repre- 
sentative—who was one of Mrs. Roosevelt’s bridesmaids. 
A beautiful woman. And there is the Representative-at- 
Large from New York, all Democrats. 

On the Republican side are Mrs. Kahn of California, 
whose witty sayings are the delight of the entire House, 
and of both parties, and Mrs. Rogers of Massachusetts 
whose genial smile disarms her opponent even while she is 
putting him to rout. 

These six women take the floor but seldom. They do 
take their duties very seriously though and are serving their 
constituents with a splendid loyalty. 

Representatives are subject to a pitiless publicity and 
are often misrepresented to their people back home. 

As Nicholas Longworth said—I am quoting from the 
Jeffersonian, “If we pass a lot of laws, we are denounced 
as being a Meddlesome Congress. If we pass only a few 
laws, we are called a Do-nothing Congress. If we follow 
the President, obey him, heed his vetoes, we are called a 
flock of sheep. If we get very brave, and defy him by over- 
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riding his vetoes, we are called Factionists and Disrupters 
of the party. The only way for a Congressman to be happy 
is to realize that he has no chance.” 

Now a member of Congress may sometimes feel a little 
bitter when he has been unjustly criticized and when meas- 
ures he has worked for long and earnestly fail to pass. 
Perhaps Mr. Longworth had heard the remark that I once 


heard—that a Congressman was the lowest form of political 
life. Nevertheless, I know one member of Congress whose 
heart sings for happiness when she sees the great, white 
dome of the Capitol standing out against the blue of Wash- 
ington skies, and she says to herself—‘my people have chosen 
me to represent them here—God grant me wisdom, and 
strength that I may keep faith with them.” 


Economic Interdependence 


By STUART CHASE, Author, Economist 
Broadcast over the National Broadcasting Company February 21, 1935 


web, has never really been told. To tell it fully 

would tax the entire staff of the Bureau of the 
Census for years and fill many long library shelves. In the 
score of houses of the early Connecticut of 1760, a Yankee 
farmer brought in a pumpkin from the farm and his wife 
cooked it. Two people were concerned in the direct produc- 
tion of the resulting pie. To them we might, in fair- 
ness, add whatever local labor had assisted in the planting 
of such a pumpkin and in the presenting of it. However, 
if the total reached 20 persons I should be surprised. Such 
was specialization in the age of scarcity. 

When is came to imported molasses from the Caribbean, 
or broadcloth from London, of course, the number of con- 
tributors jumped, but not beyond reasonable computation. 
Today, you cannot put through one telephone call without 
bringing into play thirteen separate minerals, copper for 
the wires, soft iron for the magnets, gold, silver and plati- 
num for switchboard lamps and contact springs, lead and 
asphalt for cables and terminals, antimony for solder, nickel 
for the springs, zinc for galvanizing, coal for the granular 
carbon in the transmitter, aluminum for the diaphragms and 
mica for the insulation. 

In midwinter a New York hotel may include iceberg 
lettuce from the Imperial Valley in California, 3,000 miles 
away; fresh strawberries from Brownsville, Texas, 2,500 
miles away; fresh peaches from South Africa, 12,000 miles 
away. In the economy of scarcity, a farmer can market only 
as far from home as his perishables remain fresh, but with 
modern refrigeration he can market halfway around the 
world, and does. 

The difficulty is that he could count on the market 
furnished by his neighbors in the old days, but not on the 
far-flung impersonal markets of today. Iceberg lettuce may 
go out of style, a war, a revolution, or a tariff war may 
shut off a foreign market and an enterprising middleman 
may insert himself between the farmer and the consumer 
skillfully to shunt off all profit in the transaction, or—most 
common of all—other farmers from other sections and other 
countries may take to refrigeration, too, and presently the 
market is saturated. Iceberg lettuce piles up on the New 
Jersey dumps. 

Here is the automobile industry, the largest American 
industry, according to the value of its finished product. It 
is the greateset single purchaser of gasoline, rubber, alloy, 
steel, mallable iron, mohair, upholstery leather, lubricating 
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oil, plateglass, nickel, and so forth. It commands 14 per 
cent of the national lumber output, 15 per cent of the copper 
output, 7 per cent of the zinc, and in 1932 it consumed 
no less than 165,000,000 pounds of cotton fabric for its tires. 

It thrusts a gigantic tentacle around industry after 
industry. They are dependent on the automobile and the 
automobile is dependent on them. You buy the finished 
car and drive away. Suppose, however, that all automobile 
mechanics and garage men were suddenly removed; pres- 
ently the streets would be lined with broken-down cars that 
you and I were forced, sooner or later, to abandon after 
a few helpless raisings and lowerings of the hood. In a 
year, or less, hardly a car would be running. 

Specialization comes close to being a mathematical func- 
tion of the transportation and communication devices avail- 
able at any time or place. Where man is the chief carrier, 
as in some Mexican villages today, specialization is slight. 
Horses and mules increase it. Roads suitable for teams 
increase it more, the railroad and the steamship step it up 
enormously. The airplane, the telephone, the radio, are 
making specialization worldwide. 

In the office of the Bell Telephone Company in Detroit 
sat Mr. Burdell Classon, nervously consulting his watch 
on the morning of his wedding day in December, 1933. 
Beside him sat Judge John D. Watts to perform the cere- 
mony. And where was the bride? She was in Stockholm, 
5,000 miles away. The pair were married by telephone, 
and the charge was $47.50, at standard trans-atlantic rates. 

It is, of course, still inaccurate to say that every person 
alive in the world depends upon every other person alive, but 
such is the direction of the process. Certain great areas, 
like the United States, Russia, the British Empire, might 
be made largely self-sufficient by deliberate planning, and 
the planned invention of substitute materials. They are not 
self-sufficient today. 

Every nation in western Europe would go instantly to 
ruin if limited strictly to its own resources. In a few 
wild, remote and primitive regions, communities still carry 
on completely sufficient unto themselves, but such examples 
are almost museum exhibits. Even hill village Mexicans, 
as I saw them, get their cotton cloth from Manchester and 
their firearms from Connecticut. 

Trading in 1760 was either in the form of barter or 
in transactions but one removed from barter. Producer and 
consumer were close together. Specialization makes barter 
and near-barter almost impossible. Consider this book from 
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which I am reading. You are, let us say, a California grape 
grower. I know one such who reads my books. Shall you 
then give a bunch to me and one or two single grapes to all 
the thousands who cooperate with me in producing this 
book? And how shall we get the grapes from your hands 
if I live in Connecticut and my men live all around the seven 
seas? ‘There must be some common medium into which 
grapes, books, and everything else can be turned, if you are 
to read and I am to eat. 

As specialization grows the money matters grow, until 
the only way that one may secure the tangibles of life is 
to present a piece of money for them. Presently one takes 
the tangibles for granted and concentrates on ‘the pieces 
of money. Presently one tends to lose all sight of which 
comes first. The acute interdependence of the modern world 
is a direct result of the curve of invention. The facts that 
I have cited are not new, but the prevailing attitude toward 
them is more of a naive amusement at the idea of Chinese 
helping us to get silken step-ins, and of having Caledonians 
helping us to make telephones, than the realization and 
appreciation of what specialization actually means to our 
continued existence on this planet. 

Men still talk of sturdy self-reliance without realizing 
that such behavior, in fact, disappeared fifty years ago. The 
awful truth is that we are strapped together in one gigantic, 
collective machine, lubricated with an abstration called 
money. Half the misery and confusion in the world today 
is the result of an inability to appreciate the straps which 
hold us. 

We think that we are free agents when we are only 
parts of one collective total. These are strong words. I 
only wish that I might make them stronger. 

Richard Artisan, a good mechanic, weary of punching 
the time-clock and with a few thousand dollars in the sav- 
ings banks, decides to go into business for himself. Such 





Subscription Form 


City News Publishing Company 


(Incorporated 1911) 


33 West 42nd Street, New York, N. Y. 


Please enter subscription for VITAL SPEECHES OF 
THE Day for the following: 


Name 





Address 








$3.00 a year in the United States. 
$5.00 in Canada and elsewhere. 











is the common phrase—‘“Business for himself.” A Con- 
necticut Yankee in 1760 could go into business for himself 
in very truth. Richard Artisan has no such choice. He 
proposes, shall we say, to set up a garage. He can no more 
build that building and place himself than he can hope to 
fly on a piece of satin. He must draw on the services of 
the carpenters, the electricians, power company employees, 
telephone operators, oil drillers, gasoline refineries, pipe-line 
employees, truck drivers, tire-makers, tool makers, machine 
builders, paper manufacturers, insurance agents, government 
inspectors, and bankers, in order to conduct the very simplest 
of establishments. 

He cannot build and operate a garage without their 
help, or permission—and I have named only a few of the 
necessary cooperators. In the event that he succeeds in 
securing his equipment, and he has credit that will hold 
out, then there arises the ever more important question of 
cooperation with his customers. As the first and only garage 
in a small town of 300 automobiles, duly registered, it is 
conceivable that there is a chance for survival, if he does 
his work well. The shoemakers, or the millers, set up 
shop in 1760 with full knowledge of a local market, but 
poor Richard today will have no such security of markets. 
If he makes a success of it, another weary time-clock puncher 
will borrow from his uncle in the wholesale grocery busi- 
ness, and presently there will be a new garage a few blocks 
down Main Street—and the town cannot support both of 
them. 

If Richard, as is more usual, takes a chance on set- 
ting up the garage, is the best mechanic in the world, and 
has the most beautiful manners, he is still dependent on 
forces that are beyond his control. There is population 
density, competitive density, traffic density, the prosperity 
of the local community—which may collapse when one fac- 
tory blows up or moves away. The prosperity of the whole 
country is measured by the business cycle. The quality 
standards of automobile manufacturers, if they increase, will 
remove the necessity for repairs. The finish applied to 
cars and the effect it has on washing and polishing of the 
cars enters there. 

Richard in business for himself is rather sticking his 
neck out, as the saying goes, with the excellent chance that 
the collective process will decapitate him suddenly, or lin- 
geringly. Nor is the United States Steel Corporation in a 
much better fix, when all is said and done, not when a busi- 
ness cycle can slow it down to 12 per cent of capacity and 
force it to lose tens of millions of dollars for three years on 
end. 

You and I and Richard and the Steel Corporation and 
everybody else who counts politically must presently realize, 
with great single-mindedness, the web in which all our eco- 
nomic operations are circumscribed. 

Every one of us has felt its meshes, but most of us have 
not perceived that it is all one web, and that it has been 
spun principally by inanimate energies. When this realiza- 
tion comes, as it must, there will be mo more nonsense about 
sturdy individualism, or going into business for one’s self. 
Our steadfast aim will be to obtain a maximum of security 
and freedom within the network, even as the aim of the 
ancient Egyptians was to secure the maximum well-being 
consistent with the behavior of the Nile. 
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